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AUTOMOTIVE AND TRACTOR iNDUSTRY 


GOST STANDARD FOR AUTOMOTIVE EMISSIONS 
Moscow STANDARTY I KACHESTVO in Russian No 8, Aug 79 pp 13-14 


ticle by V. F. Kutenev, candidate of technical sciences, 
entral Scientific Research Automotive Range, Scientific Re- 
search Institute for Motor Vehicles and Automobile Engines: 
"Standarde for Limiting the oy ied of Exhaust Gases from 
Motor Vehicle Gasoline Engines" 


ext/ GOST (All-Union State Standard) 17.2.2.03-77 replaced 
ST 16533-70 on 7 January 1978. The new standard sets limits 
for carbon monoxide (CO) emissions from idling engines. 


Similar limits have been established by the United Nations Eco- 
nomic Commission for Europe International Regulations No. 15. 


GOST 17.2.03-77 is applicable not only to new passenger cars 
(as is prescribed in the cited Regulations) but also to those 
already in service, as well as to all gasoline fed trucks and 
buses. The standard calls for automotive control tests under 
two conditions: 


1) at a minimally stable rotation frequency of the engine crank- 
shaft, the CO content of emissions should not exceed 2.0 percent 
by volume from 1978 to 1980 and 1.5 percent after 1980; 


2) at a crankshaft rotation frequency of 0.6n +100 min™}, 


the CO content of emissions must not exceed 20 Sercent to 1978, 
1.5 percent from 1978 to 1980, and 1.0 percent after 1980. 


The limitation of auto CO emissions under the latter control 
condition requires a minimum amount of time and only two instru- 
ments: a CO gas analyzer and a tachometer. 


It should be noted that the CO maximum permissible concentration 
of 1.5 percent by volume for the second test condition complies 











with the requirements of the United Nations Regulatior No. 15, 
imposed for the riding cycle tests (type 1 tests). 


The toxicity of exhaust gases is known to be a factor to a sig- 
nificant degree of the operating condition of tne motor vehicle 
engines and the level of adherence to the manufacturing plant's 
instructions for adjusting the engine system. A great deal of 
attention, therefore, must be paid to the control, timely main- 
tenance, and adjustement of the fuel and ignition systems of 
these vehicles that are currently on the highways. 


Strict adherence to the specifications for the fuel system and 
the indirect systematic control of CO concentrations in emis- 
sicns, in accordance with the standard being discussed, will 
foster a substantial reduction (30 to 40 percent) in the dis- 
charge of toxic substances (CO and hydrocarbons) in comparison 
with emissions under uncontrolled driving.* This method for the 
abatement of the toxicity of exhaust gases is exceptionally 
effective and requires only moderate capital costs. But because 
of a shortage of gas analyzers at automotive erterprises, the 
bd of maximum potential reduction of CO has not been 
realized. 





Tne effectiveness of the campaign against urban air pollution 
from motor vehicle emissions is dependent not only on the as- 
pects of their limitation, but also on the objectivity and sim- 
plicity (in terms of the organization of their »>road-scale in- 
troduction) of control methods for emissions from motor vehicles 
and engines. 


Analysis of the campaign against air pollution that is being 
conducted in the United States, Japan, and western European 
countries reveals the existence of several nonobdjective re- 
quirements that have been adopted in the standards of these 
countries, which have caused a series of negative impacts. 


1. Only the emissions of CO and hydrocarbons were regulated 
during the initial stage of the limitation of harmful substanées 
in compliance with a federal standard in the United States and 
with International Regulation No. 15 in European countries. Al- 
though this has resulted in reductions of 20 and 4 percent, 
respectively, of CO and hydrocarbon emissions, nitrogen oxide 
(NO) emissions in the city of Los Angeles in 1970 increased by 
80 percent compared with 1960. The total reduction in the mo- 
tor vehicle engine emissions of toxic substances amounted to 
only 6 percent in terms of maximum eo levels in the 
atmosphere over Los Angeles over a 10-year period. In other 


words, all of the measures for abating CO and hydrocarbon emis- 
Sions have resulted in the increased emission of another more 











toxic substance -- nitrogen oxides. As a result of this ap- 
proach to limiting emissions, the overall effect of air pollu- 
tion control yields an exceptionally low value, which is inconm- 
mensurable with the physical inputs during this period. 


With the goal of eliminating this particular negative impact, 
the industrial standard of the Ministry of the Automotive Indus- 
try OST 37.001.054-74 to limit NO emissions has been in effect 
since 1 January 1976 (earlier than International Regulation No. 
15). This standard has stimulated the further introduction of 
measures for the reduction of CO and hydrocarbon emissions, but 
not at the expense of increasing NO emissions (Tables 1 and 2). 


Table 1. Emissions of Toxic Substances As Limited by 
OST 37.091.054-74 and Changes in Total Emissions 
of Toxic Substances for Medium Size Motor Vehicles. 





Permissible emissions of 

















toxic substances (g/km*) Seta’ enian 
Effective period sions of tox- 
of Standard OST Hydro- ic substances 
37 .001.054.74 co carbons WO ( ¢/km*) 
prior to stan- 56.5 3.55 3.46 102.0 
dard (1970-1973) 
1975 47.5 3.27 4, 5** 105.88 
1976-1977 40.0 2.94 3.45 85.11 
1978-1980 25.2 2.59 3.45 70.08 





*grams per kilometer. **actual emissions for the period 
1974-1975, since the limitation of NO emissions did not begin 
until 1 January 1976. 














Table 2. Actual Emissions of Toxic Substances and Changes 
ir. the Total Controlled Emissions of Toxic Sub- 
stances for Stock and Future Mod] Medium-size 
Motor Vehicles Containing Varying Type Engines. 























Total emis- 
sions of 
Emissions, g¢/kn fecte anh. 
Engines CO carbons NO stances* 
Stock, 1976 model with 35.0 2.8 3.3 78.07 


optimally adjusted fuel 
and ignition systems 


Stock, 1978 model with 18.0 2.55 2.7 52.15 
modernized carburetor 
and ignition systems 


Gaseous fuel 3.2 Bok » 45.77 
Stock, 1978 model with 2.4 0.75 2.8 37.9 
catalytic neutraliza- 

tion of exhaust gases 

With precombustion cham- 2.5 1.9 1.7 25.03 
ber and flame ignition 

With electronically con- 1.9 0.3 0.45 7.72 


trolled fuel system, ox- 
ygen sensor, and three 
component neutralizer 


*¢/km 


Since 1963 in the state of California and 1968 for the rest of 
the country, a closed crankcase ventilation system has been 
used in the United States. Crankcase gases are discharged into 
an engine intake channel. Because these systems have not been 
improved, however, the emission of other toxic substances in 
exhaust gases frequently has not abated, but to the contrary, 
has often increased. 1 





Similar to International Regulation No. 15, limits for the dis- 
charge of hydrocarbons in crancase gases have been prescribed 
since 1971. Essentially, this limitation predesignated the use 
of closed crankcase ventilation systems, because engines con- 
taining open syutems had been emitting hydrocarbons in crankcase 
gases that exceeded limits by from 3 to 10 times over. 














Tests performed in our country of various crankcase ventilation 
systems in dif’erent engines (including foreign makes) show that 
closed systems markedly reduce (30 to 50 percent) the total emis- 
sions of incompLetely burned hyarocarbons and compiy with the 
limits specified in International Regulation No. 15. Neverthe- 
less, because of imperfections in the closed crankcase ventila- 
tion systems (which fail to clean vapers and oil drops from 
gases thoroughly), the emission of the carcinogen benzo-a-pyrene 
might increase substantially. 


Use of the closed systems therefore is not only irvexpedient, but 
also a mistake since emissions, with allowance for maximum per- 

missible conognirations, actually increased 2 to 130 times over 

in this case.“° 


The USSR Ministry of the Automotive Industry, for the purpose 
of liquidating this negative impact, formulated a series of re- 
quirements for motor vehicle engine crankcase ventilation sys- 
tems that are aimed at reducing the emission of toxic and car- 
cinogenic substances. The introduction of these requirements 
will make it possible to develop an efficient crankcase ventila- 
tion system for domestic passenger cars anda trucks using gaso- 
line engines. 





3. Some foreign firms install diverse devices and systems on 
their new motor vehicles for the reduction of hydrocarbon and 
NO emissions to heighten their export potential (to the United 
States, particularly to California where the most stringent 
rules are in effect). These devices and systems often lower 
the efficiency indicators of the gasoline engines. Systems for 
the feeding of fuel additives and use of a small opening in the 
carburetor throttle valve also should be included among these 
devices and systems. They reduce hydrocarbon emissions by an 
average of 30 percent, but they simultaneously increase fuel 
consumption by § percent. The installation of systems for the 
recirculation of exhaust gases to reduce NO emissions by 30 to 
50 percent causes an increase in fuel consumption of yet another 
10 to 20 percent (depending on the degree of recirculation 

and the effective volume of the engine). Moreover, with pro- 
longed use, such auxiliary devices and systems begin to operate 
in an unstable fashion and, consequently, increase the need for 
maintenance and repairs. 


In our opinion, mitigation of the negative impacts resulting 
from the limitation of the toxicity of motor vehicle engines 
and motor vehicles should be accomplished in relation to the 
total level of toxic substances, taking their contribution to 
the toxicity of CO into account on the basis of the maximum 
permissible concentration of these substances in the urban at- 
mosphere. 

















Automotive industry enterprises currently are carryirg out 
measures that not only lower emissions of a specific rezulatec 
toxic substance, but also contribute to the substantial reduc- 
tion of total emissions of all of the regulated toxic s.bstances 
\see Table 2). 


It should be mentioned that the higher priority for the abate- 
ment of CO emissions that was in effect between 1970 and 1977 
was justified, since these emissions then exceeded NO emissions 
2 to & times over (based on maximum permissible concentrations). 
However, both emissions now have become comparable and equiva- 
lent. After 1980, priority therefore will be given to the re- 
trey of NO emissions by establishing more rigid emission 
limits. 


Avoidance of the negative impacts described above during the 
process of protecting the urban atmosphere from pollution from 
exhaust gases can be done by limiting the total level of toxic 
substances. Consequently, to enhance the effectiveness of in- 
dustrial, governmental, and international standards for the re- 
duction of emissions of harmful substances fren vehicies, limits 
must be established, both on individual toxic components as well 
as on the total level in terms of urban maximum permissible con- 
centrations. 
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CONSTRUCTION, CONSTRUCTION MACHINERY AND BUILDING MATERIALS 


USSR MINISTER OF INDUSTRIAL CONSTRUCTION RESPONDS TO QUESTIONS FROM READERS 


Moscow STROITEL NAYA GAZETA in Russian 17 Aug 79 p 2 
| Interview with USSR Minister of Industrial Construction A.M. Tokarev] 


| Text) Aleksandr Maksimovich Tokarev, USSR Minister of 
Industrial Construction, was born in 19° “e participated 
in tae Great Patriotic War. Followti. he «2°, he completed 
& program of study at the Kuybyshev E: . .neering-Construction 
Institute. He worked as a foroman du: 2 construction 
of the Novokuybyshevsk plant. 


Tais construction project became for him a genuine schoo! 
for economic and party work. In later years he worked as 
secretary for the Stavropol'’ and Novokuybyshevsk municipal 
party committees and also in the Kuybyshevskaya Oblast CPSU 
Committee, whers he served as the ist secretary of this 
oblast committee. 











In 1967, A.M. Tokarev was appointed Minister of Industrial 
Construction for the USSR. He has been elected repeatedly 
as a member of the CC CPSU and as a deputy to the USSR 
Supreme Soviet. 


For his fruitful work, A.M. Tokarev has been the recipient 
cof governmental awards: the Order of Lenin on three 
occasions, the Order of the Red Banner of Labor and medals. 


{Question} I would like to know, through the newspaper, what changes are 
being planned within the USSR Ministry of Industrial Construction with 
regard to labor organization and planning -- V. Konstantinov, chief 
economist for the Promstroy Trust, city of Kuybyshev. 


{Answer] Specific methods for improving planning and raising the 
effectiveness of capital investments were set forth very clearly in the 
recent decree of the CC CPSU and the USSR Council of Ministers entitled 
“Improvements in Planning and Intensifying the Effect of the Economic 
Mechanism With kegard to Raising Production Effectiveness and the Quality of 
Work." Prepared based upon decisions handed down during the 25th CPSU 
Congress and statutes contained in the new Constitution of the USSR, this 
document provides a complete solution for the problem of planned management 
of the economy under the conditions of developed socialism. 


l bel»eve that the establishment of an effective management method tor 
construction, one which meets modern requirements, is presently taking place 
within the Ministry of Industrial Construction for the Belorussian SSR. Its 
overall formula: ‘The ministry on an economic accountability basis."’ And 
this implies that it will convert over to a self-supporting and self- 
financing basis. 


Three years of work vy Ainpromstroy {Ministry of Industrial Construction] 
for the Belorussian SSR under the new system have produced substantial and 
positive improvewents. The average annual rates of growth for marketable 
‘utput are more than 10 percen*. The duration of construction operations 
has been reduced by 14 percent. Profitability has increased noticeably. 
The volume of unfinished construction has been brought to a normal level. 
The number of installations being erected simultaneously has been reduced 
sharply. 


Ine KPD [efficiency factor] for the method could have been higher if all of 
its principal “elements” had been worked out. For example, Minpromstvoy 
for the Be lorussian SSR was not provided with a five-year plan that was 
balanced in terms of all indices. Planning for 2 years is being carried 
out on a unilateral basis. Planning-estimate documentation is not being 
furnished according to schedule. Just as in the past, the customers plan 
to have the overwhelming majority of the construction projects placed in 
Operation at the end of the year. The equipment deliveries are not 
synchronized with the work technology. 
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What can be done to strengthen this method? First of al!, planning should 
be tegalized for the investors based also upon marketable output. Moreover, 
marketable output should be introduced into the rules for a contract as the 
principal index. Special importance is attached to achieving a balance in 
the responsibility borne by the contractor and customer for violations of 
the contractual obligations. Resources should be allocated by project 
rather than on the basis of “a million." The time is also at hand for the 
customers to introduce financing based upon bank credit. 


Finally, the inclusion in the plan of projects for which technical 
documentation was not made available on a timely basis should be categorically 
rejected and strict measures should be applied against those responsible for 
the tardy delivery of the documentation. The question is asked as to how it 
is possible to work when even at the beginning of the year documentation is 
lacking for almost two thirds of the work volume’ 


This year the Belorussian experience is being employed in a number of union 
republics. The Ryazan'stroy Association, Glavsrednevolzhskstroy and 
Clavomskpromstroy are introducing it by stages in our ministry. Certainly, 
the method requires further refinement. But if its basic elements are 
reinforced legally, then it is fully capable of replacing the obsolete 

“work volume’ mechanism. It bears mentioning that this is called for in 
the decree of the CC CPSU and the USSR Council of Ministers on improving the 
economic mechanism. 


|Question] in the press, among production innovators, mention is often 
made of the Vinnitspromstroy Combine. Why is the experience of this 
collective valued so highly’ -- G. Teslenko, trigade leader at the 
Irkutskzhilstroy Trust of Clavvostoksibstroy. 


|Answer}] The experience of the Vinnitsa workers represents a new approach 

in the system of planning and production-technological staffing for a lower 
element -- a brigade. The combine converted over to a double-team 

control structure: combine -- SMU | construction and installation 
administration] (trust-site). The trust-site and the SMU have been 
transformed into technological subunits, with the combine solving the 
principal production-economic problems. The conventional planning forms 

and methods are replaced by direct production-technological planning for 

a consolidated brigade of 30-60 men. One hundred new economic accountability 
brigades are formed instead of the 150 maintained earlier. 


The UPTK | production-technological completion administration] of the combine 
is responsible for the planning of resources and staffing. Enterprises of 
the construction industry are turned over to ict and it also has an 
operationally subordinate complex motor column. Thus, conditions have been 
created for continuous flow line organization of the work of the brigades 
and for introducing the brigade contract method, that is, a higher form of 
the Zlobinsk method. 








Special documentation has been created which makes it possible to 
disseminate the experience of the Vinnitsa workers on an extensive scale. 
The new system Ls being employed by the Khersonpromstroy, Rovnopromstroy 
and Volyn'promstroy combines, the Ternopol’ Construction Administration and 
by Trust No. 1 of the Kiyevpromstroy Combine. This year the experience of 
the Vinnitsa workers is being introduced at 19 more trusts and combines. In 
the future we plan to disseminate it to all areas. 


(Question) An important condition for accelerating construction is that of 
creating stable collectives. What measures are being undertaken by USSR 
Minoromstroy to retain personnel in light of the recent decrees handed down 
by che party's central committee and the government? -- A. Chesokov, 
director cf Trust No. 6 of Glavzapaduralstroy, city of Perm’. 


[Answer] The retention of personuel should not be viewed only as one of 
the conditions for restoring order at construction projects. This question 
is directly associated with the economics of production. In particular, 
studies carried out in the USSR Minpromstroy have shown that in those 
sectors where the foremen and superintendents are changed trequently, the 
Output of the workers decreases by 50-60 percent during the period of the 
change and the reduction lasts for approximately 3 months. We sufier great 
Losses Owing to the departure of workers. 


The decree of the CC CPSU and the USSR Council of Ministers entitled 
‘Measures for Further Improving the Training of Skilled Personnel and 
Retaining Them in Construction” is creating more favorable opportunities 
ior the tormation of construction collectives and for raising the expertise 
ot “he workers and their work results. USSR Minpromstroy has issued a 
special order calling for this decree to be carried out. Specific tasks 
have been issued to all of our subunits. At an expanded board of the 
ministry, complex measures were approved for 1979 and 1980. 


ve are devoting a great amoun of attention to raising the level of mechanized 
operations and particularily in connection with laborious type work. In 
particular, this year we are increasing the available supply of progressive 
types of mechanization equipment, instruments ard devices by 2,100 units. 
This year the ministry's plants will produce more than 50 new types of 
mechanization equipment, wachines and equipment. Tnis includes a double- 
level mill for the production of complex covering slabs, a group drifting 
complex 4 meters in diameter, an ABN-60 truck concrete pump, an ACP-18 
Ainged-lever tower, an armature-welding machine for producing the bodies for 
centrifugal columns, a unit for installing floors using the method of 
vibralion-evacuation, a highly efficient Salyut-2 plastering station, a unit 
ior applying APSh mastic-painting compounds and many other mechanisms. We 
will reduce the volume of manual work required for various operations by 
16-30 percent. 
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Over a period of 2 years, we will build basic professional-technical schools 
for the training of young reinforcements. These facilities will have 
workshops, proving grounds, public-everyday services buildings, boarding 
houses for accomnodating 9,600 persons and training course combines for 
2,800 persons. During this period, the plans call for 219,UU00 new workers 
to undergo training during production operations and for 336,000 workers to 
improve their skills. 


We are devoting additional attention to the social development of the labor 
collectives. This year alone their housing fund will be expanded by 776,000 
square meters of housing space. The network of pre-school institutes will 
increase by 4,800 billets. By 1980 the number of billets at dispensaries 
wil! be raised to 6,000, at holiday hotels -- to 5,000, at rest homes, 
recreation bases and tourist bases -- to 24,000 


In carrying out measures aimed at improving labor safety and accident 
prevention, we are steadily increasing the number of collectives which are 


following the initiative displayed by tie brigade headed by Hero of 
Socialist Labor A. Basov. At the present time, we have almost 25,000 such 
brigades. The Design-Technological Institute of the ministry has 
implemented a number of important developments aimed at improving conditions 
and labor safety. 


{Question} This year has been declared to be the International Year of the 
Child. Concern for children and the creation of favorable opportunities 

for raising them, from the standpoint of the labor collectives, affect toa 
considerable degree the work results of people, especially mothers. I 

would iike to know how work is proceeding in this regard in our construction 
organizations’? -- N. Gallyamova, head of a kindergarten-nursery for PMK-/3s 
of the Tyumenoblstroy Trust. 


{|Answer] In connection with the International Year of the Child, USSR 
Minpromstroy has planned a number of measures aimed at intensifying concern 
for children and protecting motherhood. A socialist competition has been 
Organized tor subunits of the ministry at construction projects for 
chiidrens' pre-school institutes, schools, hospitals, polyclinics and 
recreation zones. 


The board of the ministry and the presidium of the central committee of the 
professional trade union have handed down a decision calling tor a public 
inspection to be carried out on all childrens’ pre-school institutes during 
the 1975-1980 period. Within the USSR Minpromstroy system there are /39 
childrens’ pre-school institutes engaged in the training of 152,000 
children. The requirements for kindergartens and young pioneer camps are 
presently being satisfied by 96-98 percent. 


ll 











The concern being displayea for the children ot builders in subunits of the 
ministry is best illustrated by citing the example of Trust No. 25 of 
Glavsrednevolznhskstroy. Here all working women having young children can 
take advantage of the services offered by kindergartens and nurseries and 
seni their children to young pioneer camps. Each year 1,800 children attend 
the trust's young pioneer camp: 1,500 in tne summer and 300 in the winter. 


During the summer recess, the mothers with children spend their holidays at 
the Kaketa family rest home and in the winter (on Saturdays and Sundays) -- 
at the rest home of the Berezka Young Pioneer Camp. At 11 childrens’ 
combines “he childre’: of workers attached to the trust, under the direction 
of teachers, participate in the work of amateur talent and technical 
creativity societies and in sport sections. At housing administrations and 
in those areas where the children of trust workers live, childrens’ 
playgrounds having the proper equipment have been created. A childrens’ 
sector is in operation at the Slava Club. 


We are accomplishing a great deal with regard to improving working conditions 
and the daily routine for women. Since the beginning of the tive-year plan, 


23,600 women have been released from having to perform manual iabor or work 
associated with harmful production conditions. By 1980, such work will have 
been eliminated entirely. Generally speaking, working conditions have been 
improved for 26,000 women. Approximately 7,000 of them have been released 
iron having to work nighttime shifts. 


Noticeable improvements are taking place in the provision of sanitary- 
domestic services for the workers: more and more enterprises and 
constcuction projects are being equipped with cloakrooms, showers and 


personal tygiene facilities. The women are bveing provided with inproved 
types of special clothing. 
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CONSTRUCTLON, CONSTRUCTION MACHINERY, AND BUILDING MATERIALS 


PLANNING, MANAGEMENT PROBLEMS IN CONSTRUCTION INDUSTRY 


Moscow TRUD in Russian 6 Sep 79 p 2 


/Article by I. Dmitriyev, chief of the Construction Department of the CPSU 
Central Committee: "The Important Tasks of Construction"/ 


/Text/ The decree of the CPSU Central Committee and the USSR Council of 
Ministers, "On the Improvement of Planning and the Intensification of the 
Influence of the Economic Mechanism on the Increase of Production Efficiency 
and Work Quality,” is of great importance for the further development of 
our economy. 


In this document the ripe problems of the economy are solved comprehensively, 
methods of management and planning, which correspond to the current level 

of development of the productive forces, are introduced. A new system of 
planning indicators is being introduced at all levels of management. The 
decree is of great importance for the improvement of the entire capital 
construction complex. The work of construction and installation organiza- 
tions and the construction ministries will be evaluated not according to 

the amount of performed construction and installation work, but according 

to the commodity production of construction, which has been turned over to 
the customer. This will impel the construction ministries and their organ- 
izations to reduce sharply the number of projects being built simultaneously 
and to direct efforts toward the completion of those under construction. 


The efforts of party, soviet, trade union and economic organs should be 
aimed at putting the main provisions of this decree into practice. Much 
explanatory work on the study of the decisions of the party and the govern- 
ment, which are aimed at improving the economic mechanism, has to be done. 
It is necessary to wage a determined struggle against obsolete work methods, 
to reject the usual methods of planning according to the total volumes and 
to help many planning and managerial workers to overcome the psychological 
barrier which is checking the introduction of the methods of planning and 
evaluating the activity of construction collectives according to the end 
results. 


It is necessary to emphasize that all the changes in the mechanism of man- 
agement are based on practical experience, they have been checked in the 
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process of conducting large-scale economic experiments in the republic con- 
struction ministries. Of great importance in this wrk was the conducting 

in the Belorussian SSR Ministry of Industrial Construction of an economic 
experiment, the goal of which was the assurance of the acceleration and 
smoothness of the placement into operation of production capacities and 
facilities, the further increase of the efficiency of construction and capi- 
tal investments, the shortening of the duration and the improvement of the 
quality of construction, the increase of labor productivity and the profita- 
bility on the basis of the maximum utilization of the achievements of 
science and technology. 


The Belorussian SSR Ministry of Industrial Construction has made some gains 
in the accomplishment of the set goals. The plan on the placement of pro- 
duction capacities and facilities into operation was fulfilled by the major- 
ity of the construction and installation organizations. The term of con- 
struction was shortened for 780 of the 2,600 projects which were put into 
operetion during that time. The average duration of the construction of 
projects in 1978 as against 1975 was shortened by 16 percent. The place- 
ment of fixed capital into operation was increased as against the 1975 level 
by 27 percent. The average annual increase of the commodity production was 
10 percent, the level of unfinished construction was reduced by 4 percent. 


With allowance for the experience of the Belorussian construction workers 
the new mechanism of management began to be introduced at the enterprises 
of the Lithuanian SSR Ministry of Construction. Here the results were even 
more sigaificant. In 1978 the planned called for the placement of 110 
capacities of national economic importance into operation--J08 were put into 
operation, cwo capacities at the lonava Nitrogen Fertilizer Plant were not 
put into operation due to the lack of equipment. But the construction 
workers needed to fulfill the plan on the commodity production, since the 
entire staff under the new conditions of management is being paid not by 
means of budget assets, but by means of the profit obtained from the sale 
of che commodity production. Therefore, the deadlines for placing five 
capacities from the 1979 program into operation were approximated. Since 
t'e conversion of the Lithuanian Ministry of Construction to the procedure 
ov! planning according to the commodity production the plans for putting 
a, artment houses into operation have been overfulfilled. All the schools, 
kindergartens and other projects stipulated by the plan are being put into 
operation on time. The concentration of construction has been increased. 
On | January 1979 the number of projects in the process of construction was 
13 percent less than on 1 January 1977. The amount of unfinished construc- 
ion has been reduced. In two years of work according to the new method 
iis amount has decreased and is now 65 percent of the annual program of 
contracting operations. The average term of construction of projects has 
oeen shortened by 11 percent. 


The cited indicators attest that the steps being taken to improve the eco- 
nomic mechanism are an effective means of increasing the efficiency and 
quality of construction. 











Today six contracting republic ministries and several main territorial con- 
struction administrations have changed over completely or partially to the 
planning and evaluation of activity according to the commodity production 
of construction and to the mechanism of management, which is stipulated by 
the adopted decree. 


The cecree sets responsible tasks for USSR Gosplan, USSR Gosstroy, the con- 
struction ministries and departments. It is necessary in a short time to 
complete the elaboration of the unresolved problems which were detected as 

a result of the work of construction organizations under the new conditions, 
to revise the numerous standard documents, statutes, instructions and direc- 
tions which are in effect and to introduce the necessary new ones. The en- 
tire complicated structure of the construction complex has to be prepared 
for the changeover in 1980 to the new principles of management. In this is 
a guarantee of the successful accomplishment of the economic tasks, includ- 
ing in capital construction. 


In our country che scale of capital construction is increasing constantly. 
Today just as much fixed capital is being put into operation annually as 
was put inte operation during the first 33 years of the Soviet regime. In 
three years of the five-year plan alone more than 30 million people im- 
proved their housing conditions, many hospitals, kindergartens, nurseries 
and schools were built. Products began to be produced by 700 large indus- 
trial enterprises. 


Important tasks face construction workers in 1979 and 1980. The country 
has entered the final period of the five-year plan, on the successful work 
during which the fulfi.ilment of the five-year plan will largely uvepend. 





This year much work on increasing the fuel and power potential of the coun- 
try is being accomplished, a drive is under way for the placement into 
operation of a number of power blocks at nuclear electric power stations, 
powerful units at hydroelectric power stations and the first plants with a 
capacity of 500,000 kW each on the basis of the Ekibastuz coal basin. Capac- 
ities for the production of 27 million tons of mineral fertilizers will be 
put into operation this year. This is ninefold more than were put into 
operation during all the prewar years. Considerable capacities will be 
turned over in ferrous metallurgy and in the sectors of the consumer goods 
industry. It is planned to built more than 112 million m? of housing. 


In January of this year steps on the unconditional fulfillment of the 1979 
capital construction plan and on the placement into operation of all the 
planned national economic capacities and facilities were outlined in the 
CPSU Central Committee with the participation of the secretaries of the 
Communist Parties of the union republics, the kraykoms and obkoms of the 
party and executives of the ministries and departments. The party Central 
Committee and the USSR Council of Ministers demanded a sharp decrease this 
year and in 1980 in the number of projects being started with an estimated 
cost of less than 3 million rubles. 
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Local party and trade union organs are obligated to step up the monitoring 
of the observance of state discipline by all who have been made responsible 
for the timely putting of production capacities into operation and to 
strictly penalize those to blame for the violation of the deadline for 
fulfillment the assignments. 


In striving to fulfill the tasks outlined by the party and the government, 
the party and trade union headquarters are performing much organizing work 
on the further development of socialist competition and the mobilization of 
collectives of workers for the successful fulfillment of the tasks facing 
then. 


Early this year the workers of 60 republics, krays, oblasts and cities of 
the country, who called upon the construction workers to launch the All- 
Union Socialist Competition for the Placement of All Construction Starts 
Into Operation on Time and Ahead of Time, came forth with an important 
initiative. The competition according to the principle "A Workers’ Relay 
Race" has become widespread. 


The patriotic movement of the workers of Rostovskaya Oblast under the motto 
"Work Without Laggards" has also received support among the construction 
workers. 


The dissemination of the patriotic initiative of the Sverdlovsk construction 
workers, "The Five-Year Assignment of the Brigade With Fewer Personnel,” is 
promoting the successful fulfillment of the socialist obligations. More 
than 30,000 brigades have supported it. More than 42,000 skilled workers 
have been released. More than 3,000 new brigades have been organized by 
means of this. 


The collectives of the competing cost accounting brigades are achieving high 
results on the basis of the drafting of counterplans. The construction 
workers of Dnepropetrovskaya Oblast were among the first to draft counter- 
plans in 1979. The famous brigade of I. D. Ganchev from the Nikopol'stroy 
frust, which by the Day of the Construction Worker in 1978 had already com- 
pleted the five-year assignment, became the initiator. In 1979, when adopt- 
ing the counterplan, the brigade pledged to put into operation 3,400 m? of 
housing in excess of the assignment. 


There are many examples of the dedicated, creative work of collectives of 
construction workers, and it is not by chance that the amount of fixed capi- 
.al being put into operation is increasing considerably with each year. In 

ix months of the current year 4 billion rubles more of it were put into 
vperation than during the corresponding period of 1978. During this period 
509 billion rubles of capital investments were assimilated--considerably more 
than last year. 


At the same time it is necessary to note that the state of affairs at the 
construction sites is improving extremely slowly. 
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A significant gap remains between the pliins and their fulfillment by con- 
struction organizations. At many construction starts the level of fulfill- 
ment of the plan of contracting operations is considerably lower than for 
construction organizations as a whole. The dispersal of capital among 
numercus projects is continuing. 


Many client ministries, construction ministries and departments, local party 
and soviet organs are still performing an insufficient amount of work on the 
concentration of forces and capital at the most important construction 
starts, the elimination of the practice of dispersing capital investments 
and the distribution of the capacities of construction and installation 
organizations among numerous projects, are taking poor advantage of the 
available opportunities and reserves and are not achieving the efficient, 
coordinated work of the numerous organizations participating in the building 
of the projects. 


Such a situation leads not only to the frustration of the plans of placing 
projects into operation, but also to an increase of the unfinished produc- 
tion, the freezing of capital investments, the reduction of their effective- 
ness, as well as to the worsening of the technical and economic indicators. 


The client ministries and the building enterprises should maxe the financial 
plane more precise, should fully provide the start-up projects of 1979 with 
financing and at the same time right now, when drafting the plans of capi- 
tal investments for 1980, stipulate their maximum concentration which en- 
sures the placement of the project into operation. 


The construction ministries and departments and their organizations must 
make more precise the schedules of the completion of the operations at con- 
struction starts and the most important projects under way, which ensure 

the fulfillment of the plan of the placement of projects into operation 

for 1980. It is necessary to provide these projects completely with human 
and technical resources. Under the conditions of a shortage of some con- 
struction materials and parts it is necessary within the limits of the funds 
to ersure their provision first of all to the construction starts. 


At the same time the tension at the construction sites should not adversely 
affect the use of the allocated resources. It is very important to manage 
them skillfully and efficiently. It is impossible to allow any downtimes of 
eculpment and losses of working time whatsoever, but for the present they 
are occurring at a number of construction projects. The work of the party 
and trade union committees and Komsomol organizations should be aimed at 
eliminating the possible interruptions in work. 


The slow increase of labor productivity is a consequence of shortcomings in 
the work of construction and installation organizations and the low level 
of the organization of production and the labor of workers. The guarantee 
of the state planning assignments on the increase of labor productivity is 
the most important task of the construction organizations. Its solution is 
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a necessary condition for the fulfillmext of the plans on the placement of 
the projects of this year into operation and the plans on the amount of 
construction and installation work and for the creation of the necessary 
stockpile at the construction starts of 19380. 


The work on the introduction in practice of advanced technology and on the 
performance of the construction of projects according to high quality plans 
with the use of flow sheets and schedules of the labor processes of con- 
struction requires substantial improvement. 


it is necessary to achieve a situation, in which all the projects without 
exception, which are stipulated in the annual program, would be provided 
with organizational and engineering documentation and their construction 
would be carried out on the basis of good engineering preparation. All the 
means for this are available. Every organization is capable of this. It is 
a matter of the desire, ability and perseverance of managers and the exact- 


ingness of party organs. 


it is well known, of what great importance the method of brigade cost ac- 
counting is in the matter of improving the organization of construction and 
increasing its efficiency. The collectives working according to this meth- 
od have achieved considerably greater results than other brigades. They 
overfulfilled the assignment on the increase of labor productivity by 6.3 
percent, the average output per worker exceeded this indicator in ordinary 
brigades by 27.6 percent. The contract brigades decreased the planned cost 
of the performed work by 3.2 percent. The brigade contract has become an 
important means of increasing the level of the organization of production 
and the labor of workers. 


llowever, as the experience of leading collectives has shown, the efficiency 
of brigade cost accounting could have been even higher, if more careful en- 
gineering and technological preparation had preceded the conversion to the 
contract and contract obligations had been observed more strictly. More- 
over, the contract brigades should work the entire year. For the present 
ru.s is far from the situation everywhere. 


Tue task of the ministries and departments, of all party and managerial 
executives is to elaborate and implement measures on the mass introduction 
of the brigade contract in construction and at enterprises. In each oblast 
this year there should be at least one trust which is working according to 
the know-how of the Vinnitsa construction workers. Such a trust will be 
if a standard for other organizations. Standard construction projects, 

« which advanced forms of the orgazization of labor should be introduced, 

;ould also be set up in each oblast. The trade union organizations should 
sake such trusts and construction projects a school for the construction 
workers of the oblast. 


The increase of the level of the engineering preparation of construction 


and the shortening of the period of construction of projects are guarantee- 
ing the unit-by-unit method of the organization of the construction of 
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industrial projects and :heir complexes, which is being used in the organ- 
izations of the Ukrainian SSR Ministry of Construction of Heavy Industry 
Enterprises. The essence of this method is that the project or the set of 
projects is divided into major units, which are technologically separate 
units. The planning of the performance of operations and the provision of 
the projects with engineering and technological equipment by units make 

it possible to build in brief periods and to ensure the better organization 
of production and the labor of workers. It is necessary to use the know- 
how of the construction workers of the Ukraine more extensively. 


The improvement of the organization of construction and the increase of its 
efficiency largely depend on the improvement of ideological, political and 
educational work. The decree of the CPSU Central Committee, "On the Further 
improvement of Ideological, Political and Educational Work,” indicated the 
need for the increase of the efficiency and specificness of propaganda and 
agitetion and its link with life and the solution of economic and political 
problems. 


The fulfillment of the instructions of the party and the government, which 
are contained in the decree, requires fromthe managerial executives of con- 
struction and installation organizations, party, trade union and Komsomol 
committees much work on the elimination of the shortcomings in the organiza- 
tion of production and the labor of workers. Mass agitation work will not 
provide the desired effect, if disorder and confusion reign at the construc- 
tion projects, the proper provision of the work places with construction 
materials and tools has not been set up, if transport and machinery arrive 
at the construction sites with a delay, the proper everyday health condi- 
tions for the workers are ryt provided. In such cases the appeals about 

the early turning over of projects and the drive for economy, which have 
been hung up at the construction projects, merely stress how much words 
there differ from concrete deeds. This does great harm to all ideological 
work and to the inculcation among the people of the feeling of being the 
master of production. 


A careful attitude toward the material and technical resources being allo- 
cated for the needs of construction is a major reserve in the matter of in- 
creasing the effectiveness of capital construction. The task consists not 
only in their direct saving, but also in achieving a decrease of the 
materials-output ratio of construction on the basis of the use of efficient 
construction materials and parts, efficient space layout and design deci- 
sions and, on this basis, a decrease of its cost. 


in this connection the dissemination of the know-how of the Main Adminis- 
tration for Construction in the Western Regions of the USSR Ministry of 
Construction is of great state importance. The Bureau for the Examination 
and Improvement of Design Decisions has been operating in this main adminis- 
tration for three years. Highly skilled specialists, who know construction 
well, have been enlisted in the work. With a careful examination of the 
design decisions it seemed possible tc save at the projects being built 
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about 7,000 tons of rolled products and pipe and a large amount of precast 
reinforced concrete and other materials. At the same time proposals on 
changing the construction decisions of buildings and structures, which en- 
sure a decrease of the labor inputs on building them, were given. 


The examination bureaus of the Main Administration for Housing and Civil 
Engineering Construction in Moscow City and the Main Administration for 
Construction in the Central Urals Region of the USSR Ministry of Construc- 
tion of Heavy Industry Enterprises, which were set up following the 

example of the Leningraders, have achieved favorable results. However, 

this valuable know-how, which yields a great economic impact, is being in- 
troduced very slowly into practice. Some workers of the staff of the client 
ministries and the planning organizations are reluctantly implementing the 
proposals of the bureau and see in its actions attempts to interfere with 
their departmental interests. 


The position of such workers should be sharply criticized on the part of 
party and trade union organizations. It is impossible to allow departmental, 
regional inclinations to interfere with the conducting of business advantage- 
ous to the state. 


The further dissemination of the favorable experience of continuous compre- 
hensive planning and the flow-line construction of projects is one of the 
specific tasks of party, economic and public organizations. At a number of 
organizations it is being persistently introduced in the practice of housing 
and civil construction. In Ryazan’ and Donetsk, for example, strict control 
has been set up over the drawing up of technical specifications, the prepara- 
tion of the grounds for development and the observance of the completeness 

of the construction of blocks and microrayons. Scientific research organiza- 
tions have been enlisted to help the common client and construction workers. 
Among those who have actively followed the example of the Orel construction 
workers and have achieved great smoothness in building housing and civil 
engineering projects it is possible to mention the construction workers of 
Murmansk, Khar’kov, Irkutsk, Chernigov, Minsk, Grodno, Karaganda and a nun- 
ber of other cities. 


lowever, in many cities, unfortunately, the introduction of the method of 
"Orel continuity” is proceeding slowly. That is the situation, for example, 
in Volgograd, Perm’, TuJa, Kuybyshev, Astrakhan, Chita and several others. 

[It is necessary for continuous comprehensive planning and flow-line construc- 
tion to become a mass phenomenon. For the present the construction minis- 
t-les, as well as the client ministries and departments are introducing 

"'rel continuity” extremely slowly and without adequate initiative. 


..@ Most critical, intense period of work at the construction projects is 
right now, when the second half of the fourth year of the five-year plan is 
under way. The fulfillment of the plan on the placement of capacities and 
projects into operation and the creation of the basis for the fulfillment of 
the 1980 plan in many respect depend on it. The construction ministries and 
their organizations, the client ministries and the equipment suppliers must 
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overcome the lag which was allowed during the first half of the year and 
must ensure the unconditional fulfillment of the arnual planning assignments. 
The trade union organizations should take under everyday control the pro- 
gress of construction, actively influence the introduction of valuable know- 
how and promote in every way the increase of the efficiency of construction. 
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CONSTRUCTION, CONSTRUCTION MACHINERY, AND BUILDING MATERIALS 


ROLE OF CREDIT IN FINANCING CAPITAL CONSTRUCTION EXPLAINED 
Moscow EKGNOMICHESKAYA GAZETA in Russian No 36, Sep 79 p 5 
Article: "Finances and Credit in Capital Construction"] 


|Text] The measures for speeding up the introduction into operation of 
productive capacity and facilities and for raising capital investment ef- 
fectiveness that are contained in party and government decisions about 
improvement of the economic mechanism emphasize with special force 

unity and an inseparable connection in the planning of current operations 
and of new construction. This principle is occasioned by a number of fac- 
tors, among which the level of development that productive forces have 
achieved occupies a prominent place. 


During the Eighth and Ninth five-year plans and the first 3 years of the 
Tenth, thousands of large and modern enterprises equipped with the newest 
machinery were built. As a result of fulfillment of the Ninth Five-Year 
Plan construction program, the country's fixed productive capital in- 
creased 1.5-fold, and it more than doubled 1965's. In only 10 years our 
motherland managed to add to its economic potential an amount that previ- 
ously took almost half a century to create. And by the start of 1979 the 

SSk's fixed productive capital was 2.8-fold that of 1965 (that is, after 
13 years), representing an enormous amount--1,006 billion rubles. Let us 
cite the following data for comparisen: a doubling of capital was 
achieved in the USA in 22 years, in England in 19 years. 


Such a high level of development of productive forces also dictated a new 
approach to the planning of capital construction, to its financing, and to 
the granting of credits therefor. 


The Effectiveness of Incentives 


ror purposes of planning current operations and new construction as a uni- 
fied whole, it is planned to allocate capital investment in five-year plan 
drafts under planned growth in volume of output and services. In order to 
fix these, inventories and estimates of the utilization of existing capa- 
city and of fixed capital and consolidated plans for reconstruction and 
for supplying new machinery, with estimates of the capital investment 
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requirements, should be worked out. 






Henceforth the economic activity of construction organizations will be 
evaluated and the incentives for them will be furnished not in accordance 
with the gross work volume but with the fulfillment of goals for the in- 
troducticn of productive capacity and facilities and of construction com- 
modity output into operation, and for growth in labor productivity and 
profit. Clients, as well as design and other organizations that partici- 
pate in construction, should be given incentives only for fulfillment of 
the enumerated indices, which would oblige them to help contractors to fulfill 
the startup program successfully in every possible way. 








Funds for bonuses for introducing capacity and facilities on time or 
ahead of time will be increased from the 2.2 percent that is now being 
deducted, to 3 percent of the budget-estimated cost of construction and 
installing work for turning fixed capital over for operation. 














Moreover, the rulc is preserved under which the client pays the general 
contractor, for making a turnover in a period shorter than the approved 
norm, 50 percent of the profit called for by the design for the period by 
which construction time has been shortened. The total amount of these 
funds should not, however, exceed 0.5 percent of the budget-estimated 
cost of construction and installing work for each month of introduction 
ahead of schedule. 



























With a view to creating the additional prerequisites necessary for speed- 
ing up reequipping with machinery and reconstruction, the managers of pro- 
duction associations ‘or enterprises) have been granted the right to ap- 
prove lists of new construction projects for these expenditures (within 
the ceilings for capital investment, construction and installing work, 
and available materials), regardless of the total budget-estimated cost 
of the work, and to apply increased correction factors to the budget- 
estimated norms, including overhead costs, which consider the specific 
conditions for executing the operations within the existing departments. 
The awarding of bonuses for performing reequipping work in the amount and 
in the procedure approved for reconstruction work has been authorized. 


The financing and credit-granting levers have a prominent place in an or- 
derly system of measures for consolidating and further developing economic 
accountability within production associations and enterprises and con- 
struction and installing organizations. 


The economic responsibility of production associations (or enterprises) 
and All-Union (or republic) associations and ministries for the results of 
economic and financing activity is being amplified, and,at the same time, 
their incentives for making move effective use of material and financial 
resources are being increased. 


To the extent that Ministries are prepared for it, a standard for deduc- 
tions from profit that is placed at their disposal, that is stable and 
differentiated by year, will be established, beginning with the Eleventh 
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Five-Year Plan (on the basis of tasks approved in the five-year plan). 
This is intended for the financing of capital investment, the reimburse- 
ment of bank credit and the payment of the interest thereon, provisioning 
for growth of working capital, and the formation of economic incentive 
funds, and for other planned expenditures for developing the branch. 


On the basis of the indicated standards, an absolute sum for deductions 
from profit into the budget (and where necessary--of grants from the 
budzet) will be approved in five-year plans. If the profit plan turns out 
to be unfulfilled for any year of the five-year plan, the payments into 
the budget called for by the plan will be made in the full amount. In 
this connection, the profit residual for the ministry will be reduced. 


The ministries are authorized to determine, based upon their profit resid- 
uals, standards for deductions therefrom for All-Union (or republic) in- 
dustrial associations, production associations and large enterprises. In 
so doing, the peculiarities of the operations and the achieved level of 
provitability should be considered. To the extent that the appropriate 
precequisites are created and experience is accumulated, such a standard 
should be established for all production associations (or enterprises). 


important also is the fact that 50 percent of the above-plan profit (not 
counting various surcharges) remains at the disposal of ministries, asso- 
cialions and enterprises. In case of overfulfillment of the plan for 
profit accumulation by more than 3 percent, 25 percent of the total profit 
obtained through overfulfillment of the plan remains at their disposal and 
the remainder goes into the budget. Where there is a shortage of in-house 
funds tor financing capital investment for facilities for production pur- 
poses, the acquisition of credits from banks and of budget grants is 
called for in the five-year plans of ministries, associations and 
enterprises. 


Also contemplated are measures for raising the incentives for production 
associations (or enterprises) and organizations to make better use of pro- 
ductive capital and to save material resources. These rules have extraor- 
uinarily great importance for normalizing the financial status of many 
con.racting construction organizations. 


Build Economically and with High Quality 


The construction industry is on the whole a highly profitable branch of 
‘he national economy. Contracting organizations completely cover outlays 
‘or operations and for forming the necessary funds with their income. In 
1977 the absolute sum of profit had increased 5.4-fold over 1965, and con- 
‘racting work volume had doubled. Therefore, profitability 1s increasing 
as a consequence of improvement of the qualitative indices of contracting 
activity. More than 2 billion rubles of the funds earmarked for economic 
incentive funds have been used recently for the improvement of construc- 
tion, the erection of housing, and material incentives. 
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However, attention should be given to the fact that there are at present 
considerable inadequacies in the work of contracting organizations in ful- 
filling profit plans. From 1975 through 1977, the profitability level for 
contracting organizations as a whole fell by 1.1 points. More than 40 
percent of the bottom-level construction organizations still are not fui- 
filling profit plans, and more than 25 percent of them are unprofitable. 
All this has led to the construction industry's falling short of the plan 
by a substantial sum of profit--400-500 million rubles per year. A large 
part of the losses fall on small organizations that have an annual work 
volume of less than 10 million rubles. Large above-norm reserves of ma- 
terials, structure and articles worth more than 500 million rubles are 
lying in contractors' warehouses. This emphasizes the urgent necessity to 
restructure the branch's management on the basis of creating large produc- 
tion-type construction and installing administrations. 


Banks are obligated to finance state capital investment continually for 
construction projects intended for production purposes. The list of con- 
struction projects serves as the basis of this procedure for the whole 
construction period. The budget estimate should serve as a ceiling for 
the issuance of funds. Continuity in financing is achieved by means of 
credit. Where the annual plan for capital construction is overfulfilled, 
bank loans are granted. 


There is one very important feature here. When the construction of enter- 
prises is to last for more than 2 years, design organizations of ministries 
and agencies are required to develop designs and budget estimates, not for 
the enterprise as a whole, but for its first phase, being guided by the 
masier plan's scheme for the full development of the enterprise. Simul- 
tancous with construction of the first phase, design of the next phase is 
conducted. The budget-estimated cost of construction for each phase is ap- 
proved within the limits of the overall budget-estimated cost for the con- 
struction of enterprices, which is determined by the feasibility studies. 
Dur:ng the five-year plan, stable budget-estimated prices, which guaran- 
tee stability of the basis for planning capital investment and for streng- 
thening economic accountability in construction, are retained. 


The guide for the financing of capital investment of in-house funds of 
the ministries, agencies, associations and enterprise that is stipulated 
by a decree of the CPSU Central Committee and the USSR Council of Min- 
isters sets the amounts of investment as a function, to a great extent, 
of the financial results of their activity. The use of bank credit where 
there is an insufficiency of in-house funds increases the responsibility 
of ministries, associations and enterprises for a rise in accumulations, 


the timely mobilization of funds and the economical expenditure thereof. 
Only in this way can reimbursement of the credit be provided for. 
The Kole of Credit Is Raised 


Right now many enterprises and ministries that are developers have begun to 
use credit more widely. Suffice it to say that the issuance of long-term 
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credits by USSR Stroybank was 2.4-fold higher in the first 3 years of the 
Tenth Five-Year Plan than in the corresponding period of the Ninth Five- 
Year Plan. 


A characteristic feature of the work to strengthen the role of financing 
and credit’ levees is the task set forth in the decree--tLo complete in 1981 
the introduction of settlements between clients and contractors for the 
completely finished construction of enterprises and startup complexes, 
phases and facilities that are ready to produce output or to extend ser- 
vices. The work is paid for in accordance with the budget-estimated cost 
of the construction commodity product. 


even now, when settlements for completed jobs that are made under the bud- 
get-estimated cost of construction and installing work predominate, with- 
out reference to their introduction into operation, such sett'ements exert, 
along with other factors, an influence on speeding up construction. One 
can judge this trom the data of the following table. 





Settlements for the 
facility as a whole 
‘percent of all 
work paid for) 


Average time for finding 
Actuai construction ; 
Years swiok. vente funds for uncompleted 
P "= § ; construction, months 








1970 6.8 15.8 5 
i974 5.6 14.8 24 
1976 5.3 14.2 36 
1977 5.2 13.3 43 





The decree calls for a gradual conversion in various industries to the 
construction of enterprises (or structures) through credit that USSR 
stroybank grants to contracting construction organizations in the amount 
of the full cost of the construction of the enterprises (or structures), 
which is determined by the budget estimate that is accepted by the gener- 
al contractor. Completed enterprises (or structures) should be turned 
over to the client in turnkey fashion. The procedure that has been laid 
down has been proven by experience since 1970. 


*, advantage of this method is that almost all costs, including those for 
equipment, that are connected with construction of the enterprises or fa- 
cil:ties prior to the turnover thereof to the clients are accounted for on 
the balance sheet of the contracting organization. This raises their re- 
sponsibility for the most rapid possible turnover of facilities. The con- 
‘racting organization's costs for construction and installing work and for 
vaying for arriving equipment that are incurred, from the start of con- 
‘truction of enterprises or a facility until turnover to the client, are 
reimbursed through bank credit. Contracting organizations have saved 17 
percent of the budget-estimated cost for the dozens of enterprises that 
have been introduced to these principles of work organization. 


In recent years credit for uncompleted performance of construction and 
installing operations has been developed increasingly. As settlements be- 
come consolidated and intermediate payments are gradually eliminated, 

the absolute and relative totals of this credit have been increasing: 
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3.2 billion rubles were issued in 1970, 26.2 billion in 1978 and 46.2 bil- 
lion in 1978. Credits for uncompleted performance were 50 percent of the 
total sum of short-term Stroybank loans. 


However, until recently the overwhelming portion of uncompleted perfor- 
mance was covered through client advances, which were, in essence, a type 
of commerical credit of *heir own. Its share in the total sum of working 
capital for expenses for uncompleted performance of construction and in- 
stalling work was dominating (85 percent), at a time when the share of 
bank credit was something over 10 percent. And for construction as a 
whole, credit for working capital occupied one of the last places--17.3 
percent, at a time when its share in industry exceeded 47 percent. 


With conversion to settlements for the budget-estimated cost of construc- 
tion commodity product (for facilities completely finished and turned 
over), client issuances of advances to contracting organizations for ex- 
penses for uncompleted performance of construction and installing opera- 
tions will end. These outlays will be covered by bank credits prior to 
the planned deadline for the turnover of finished construction of enter- 
prises and complexes, phases and facilities that are due for startup. 

Funds that are released by clients because of the conversion to settle- 
men’s without intermediate payments are to serve as a source for credit- 
granting. A standard in an amount of up to 10 percent of the annual 
volume of contracting work carried out by the corresponding organizations 
with theirown forces is being established for outlays for uncompleted con- 
struction and installing operations (in the period between the dates for 
the regulation of credit). The standard will be provided through in-house 
funds that contracting construction and installing organizations have 
available for this purpose, the remainder to be provided by bank credit. 
Credit can be issued within the limits of the funds that are released by 
clients in connection with the conversion to settlements for finished 
construction commodity product. 


Based upon the aforementioned data, it can be supposed that bank credits 
for uncompleted performance of construction and installing work will 
reach 80-85 percent of the standard for working capital for this purpose. 
Considering the large share of credit for outlays for operations, it can 
be assumed that the share of all credits in the working capital of con- 
tracting organizations will be almost as large as in industry. 


All this faces Stroybank with the task of mobilizing the funds for grant- 
ing and managing credit. 


Right now ministries and agencies and associations and organizations face 
the important task of preparing for conversion to the new method of 
operations. 


With regard to financing and credit-granting for construction, this means 
primarily the maximum mobilization of funds through the elimination of ex- 
isting above-norms reserves of equipment and other monetarily valuable 
items. Work that is aimed at reducing nonpayment to contracting 
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organizations and the suppliers of equipment, materials and structure and 
at providing for the timely presentation and payment of accounts for fin- 
ished facilities and for startup complexes, phases and enterprises should 
be performed systematically. It is necessary to eliminate and prevent 


client delays in contributing funds for capital investment and to develop 
standards documentation. 


A deep study by economists, engineers and other categories of workers of 
the decree of the CPSU Central Committee and the USSR Council of Ministers 
and of the standards documentation that has been issued on the basis of 
this decree will promote the most rapid possible solution of these tasks. 
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CONSTRUCTION, CONSTRUCTION MACHINERY, AND BUILDING MATERIALS 


CREDIT AND SEI TLEMENT SYSTEM IN CONSTRUCTION WEIGHED 





Budget Financing of Capital Investment Defended 
Moscow DEN'GI I KREDIT in Russian No 6, Jun 79 pp 46-50 


[Article by S. I. Chernetsov, division chief of the Central Bureau for Sci- 
entific-Technical Information of USSR Stroybank and candidate of economic 
sciences: “Budget Financing and Credit Financing of Capital Investments"] 


[Text] In the context of advanced socialist society cost accounting, fi- 
nance and credit are having a greater impact on development of production 
and on raising its efficiency. Finance and credit are assuming a greater 
role in increasing the efficiency of capital investments and in optimum uti- 
lization of the resources of the state in capital construction. 


The system for financing capital investments with appropriations and credit 
is supposed to stimulate economic utilization of resources allocated for 
capital construction, to promote achievement of the maximum benefit in the 
shortest time, to prevent a scattering of resources over a large number of 
construction projects, and to promote a reduction of construction time, the 
fastest return on outlays, reduced construction cost, and improvement of the 
quality of construction. 


The methods of financing capital investments, the procedure for providing 
funds, the system for spending them, and the followup on their use for the 
specified purpose and with the highest efficiency depend on the specific 
conditions of development of the socialist economy. They are not the same 
in different stages of the construction of the economy, and this is deter- 
mined by the peculiarities of reproduction of fixed capital and of sources 
of financing in the particular stage. 


It is well known that up until the 1932-1934 period state enterprises were 
provided resources for capital outlays in the form of credit, and then ail 
capital investments were made on the basis of financing from the budget 
which was not to be returned. One important reason for this was that the 
amounts of money advanced to create fixed capital could be returned only in 
a number of years, and also by the fact that in large part the accumulations 
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of money created as a result of enterprise activity were drawn off by the 
state to form the fund of money of the entire state--the state budget (which 
guaranteed creation of a sizable centralized fund of money and close control 
by the state over the activity of its enterprises). The best method in that 
context was to finance state investments with nonreturnable grants. And for 
all practical purposes up until the mid-sixties the predominant method of 
furnishing funds for capital outlays was financing with appropriations from 
the budget, while financing with the "own" resources of the economic entity 
had a negligible share. 


As the economic reform was carried out, it was deemed advisable for the 
“own" resources of enterprises and bank credit to be involved in capital in- 
vestments along with budget resources. As noted at the 25th CISU Congress, 
there was a need “to enhance the role and efficiency of credit in optimum 
utilization of production resources, in speeding up the growth of labor pro- 
ductivity, in reduction of production cost and in utilization of internal 
potential."* It is natural that under these conditions credit should have 
taken on greater importance in the process of socialist reproduction. This 
was manifested in expansion of the sphere of credit relations, in longer re- 
payment periods for credit, in the larger scale of credit financing, and in 
the more efficient use of credit as an important lever for attaining the 
planned proportions in reproduction. For instance, in the 1965-1975 period 
total investments based on credit in the national economy increased 3.4-fold 
and reached 254 billion rubles. Moreover, whereas short-term credit grew 
almost threefold, long-term credit-financed investments (loans outstanding 
at the end of the year) increased more than eightfold and amounted to 59.8 
billion rubles. It was characteristic that the growth rates of long-term 
credit were higher than those of short-term credit. As a result of the high 
growth rates of long-term credit over the 1965-1977 period, its relative 
share more than doubled in the total volume of credit-financed investments. 


fhe dynamic pattern of credit-fiaanced investments indicates that credit has 
mide its way into the investment process, and it is doing so in three direc- 
t‘ons. First of all, long-term credit is one of the sources for financing 
capital investments for new construction, for reconstruction and for retool- 
i..g of existing enterprises. Second, credit is going to build working capi- 
tal of construction organizations. In the years of the Ninth Five-Year Plan 
the extension of short-term credit by Stroybank increased 2.7-fold and 
amounted to 345.7 billion rubles, 69.5 percent of which was extended to or- 
ganizations operating as contractors. Third, accounts-receivable financing 
ad payment credit are conducive to continuity in the circulation of money 
in the investment sphere. In 1978 credit secured by billing documents en 
oute and extended to purchase limited checkbooks, to pay for work actually 
done, to close out offsetting mutual claims, and to pay the bills of sup- 
pliers when customers temporarily have no balances in their accounts consti- 
tuted nearly one-fourth of the entire amount of short-term credit. Thus on 





* "Materialy XXV s"yezda KPSS" [Proceedings of the 25th CPSU Congress], 
Moscow, Politizdat, 1976, p 133. 








an ever growing scale credit is the medium of the circulation of money for 
both participants in the investment process--both the customer and the con- 
tractor, and credit relations are developing in the construction industry. 


The procedure adopted in 1977 for financing the retooling and reconstruction 
of existing enterprises with appropriations and credit, the use of credit as 
a source of financing for outlays to expand existing enterprises and for new 
construction, and the conduct of experiments in the credit financing of con- 
tractors to the extent of- the estimated cost of the enterprise (project) be- 
ing built until it is accepted for operation and the credit financing of 
contractors for the entire volume of costs charged to construction and in- 
stallation in process have been helping to expand the sphere in which credit 
is used in the construction industry, which was provided for in the deci- 
sions of the 25ch CPSU Congress. 


At the same time, in spite of the high growth rate of the volume of long- 
term loans granted, the volume of long-term credit represents a negligible 
quantity in total sources for financing capital outlays. There are many 
factors to explain this, the following in particular. 


First, under the present conditions of economic practice enterprises, asso- 
clations and ministries have larger resources of their own to carry out the 
capital investment plan, so that when financial plans are drawn up, many 
builders have such sizable amounts of profit that there is no need for them 
to apply for loans. At the same time, to some degree this results from the 
imperfect nature of the price system, the fact that prices are not economi- 
cally sound enough, so that accumulation is created which is not in confor- 
mity with the real contribution of economic organizations to the country's 
national income. 


Second, ministries and departments have been making extensive use of the 
right to intrasector redistribution of financial resources, making it possi- 
ble to assign them to those enterprises which do not have sufficient capital 
of their own. 


Third, the provision to the effect that credit is extended for new construc- 
tion only if the repayment periods for capital investments are under 5 years 
is not conducive to expansion of long-term credit financing of investments. 
Moreover, in a number of cases budget appropriations are aliocated for new 
construction sites at which the outlays are returned in a period less than 

5 years. 


Fourth, the development of credit financing of investments is held back by 
restrictions in extension of credit for reconstruction and expansion of en- 
terprises with low profitability or planned loss. In this case it is not 
always taken into account that the rate of income of the low-profit enter- 
prises should increase after the capital outlays are made. Therefore an- 
other opportunity is afforded here for the use of bank credit. 








At the same time, the virtues of the credit method of providing money for 
capital outlays cannot be realized automatically; a great deal of work is 
needed to define with scientific soundness the optimum volume of credit- 
financed investments and forces of repayment, proper determination of loan 
maturity, effective use of credit penalties and benefits, and a stronger 
influence by the rate of interest paid on loans. 


At the same time, both the budget-financing method of furnishing funds for 
capital investments and the credit-financing method should equally guarantee 
efficiency of utilization of the funds furnished and should promote faster 
and cheaper construction, shorter pavoff periods, and more rapid attainment 
of design indicators for capacity, yroduction cost, the rise of labor pro- 
ductivity and so on. Of course, the question arises of whether one or the 
other method of furnishing funds for capital investments has any advantages 
and to what extent it is sound to say that long-term credit financing of 
capital outlays is more efficient than budget financing? 


The two methods of furnishing funds have a common basis represented by the 
money fund of the entire state. This accounts for the features they have in 
common: first, the fact that the socialist state uses budget financing and 
long-term credit financing of capital investments to commit money resources 
to the development and strengthening of the national economy; second, they 
are based on the socialist form of ownership of the means of production; 
third, they ensure that the funds are furnished in accordance with the as- 
signments of the national economic plan (it is inherent in the system of 
budget financing and credit financing of capital investments that the 
sources of funds are planned and earmarked and their assignment is planned); 
fourth, the possibility of monitoring the activity of economic organizations. 
At the same time, this unity also presupposes a difference between then. 

The principal criterion and characteristic that distinguishes the two meth- 
ods of furnishing funds for capital investments, in the opinion of certain 
economists, is that the credit-financing method is characterized by the re- 
payable nature of the funds advanced, while budget financing of investments 
‘» a nonrepayable furnishing of funds without reimbursement. The conclusion 
is drawn therefrom that the use of funds allocated through budget financing 
is less efficient than the use of long-term credit. 


Advocates of financing capital investments primarily by developing long-term 
credit feel that the pressure exerted by the mechanism of long-term credit 
financing toward the efficiency of capital investments has certain advan- 
ages over budget financing. To be specific, the bank very carefully and 
horoughly calculates the financial prospects of the proposed construction 
rojecc. The size of the installments and the repayment schedule are estab- 
lishes on the basis of standard payoff periods for capital investments. The 
credi’ is subject to repayment within the time allowed, and interest is 
charged over the entire time the loan is outstanding. This accounts for the 
stimulative effect of credit on the efficiency of utilization of funds for 
capital investments. Later, puncuality in repaying the loan is the basis 
for judging the efficiency of the funds invested in the construction project. 
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It is thought, moreover, that the use of “own” capital and bank credit moti- 
vate» enterprise directors to be concerned about doing everything to in- 
crease the efficiency of capital investments, about putting fixed capital 
into service and attaining rated capacities within the periods allowed in 
order to be punctual in accounts with the credit systen. 


In our opinion such arguments are not altogether convincing. In a system in 
which public ownership of the means of production is the dominant fora, fi- 
nancial planning and the development of credit relations are based on the 
rates and proportions of the growth of production and distribution of the 
social product which are contained in national economic plans. The princi- 
pal task of the enterprise, in this case the construction organization, as 

a unit carrying on economic activity in the socialist context, is to satisfy 
more fully the needs of those units which on the basis of cooperation are 
consumers of the product in question. Construction organizations, by virtue 
of delivering the product to “their” consumer in accordance with the manda- 
tory planning assignment, are performing their principal and specific func- 
tion. 


The involvement of credit, just like that of budget funds and “own” funds, 
as sources for financing state capital investments, is aimed at fulfillment 
of mandatory assignments for capital construction and for activation of 
fixed capital. The plan is the principal instrument for carrying out the 
party's economic policy. That is why it is so important, Comrade L. I. 
Brezhnev has noted, that the assignments of the plan be fulfilled everywhere, 
that planning discipline be most strictly observed, and that enforcement of 
this be organized.* In a context where the economic and financial activity 
of enterprises is regulated on the basis of a plan, iong-term credit financ~ 
ing of state capital investments is called upon to ensure fulfillment of the 
assignments envisaged in the approved plans to the same degree as financing 
basec on “own" resources and budget appropriations. 


An important argument advanced by advocates of the transition to financing 
capital outlays primarily with bank credit is that long-term credit, in 
their opinion, opens up broader opportunities for making bank supe vision 
over the use of funds for capital investments more effective.** 


But we know that financial supervision in the investment sphere is a general 
task regardless of the source of funds for capital outlays. Stroybank, for 
example, has equal rights for supervising funds allocated to finance capital 
construction (from the budget, "own" funds, and long-term credit) without 
exception. 





e KOMMUNIST, No 6, 1978, pp 14, 19. 

** See, for example, Pavlov, V. S., “Finansovyye plany i balansy v sisteme 
ekonomicheskogo planirovaniya™ [Financial Plans and Balances in the System 
of Economic Planning], Moscow, Finansy, 1978, p 205. 
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In accordance «ith the Rules for Financing Construction, Stroybank inst itu- 
tions supervise the correct and efficient use of capital investments, ful- 
fillment of assignments for activation of capacities and fixed capital, ful- 
fillment of capital construction plans, accumulation plans, and assignments 
for reduction of the production cost of construction and installation work, 
mobilization of unused internal potential and punctual arrival of funds in- 
tended for financing capital investments, adherence to the estimated cost of 
construction, planning and financial discipline, and payment discipline, as 
well as the strengthening of economic accountability in construction. 


In order to make the supervision exercised by the bank closer and more com- 
petent, an information system has been introduced in which data of bank in- 
stitutions, statistical agencies and ministries and departments are gathered, 
assembled and summarized, giving a picture of the progress in construction 

of projects which have particular great importance to the national economy, 
which are being built on the basis of compensation, in which the CEMA member 
countries are participating, or whose equipment includes imported elements, 
as well as fulfillment of plans for activation of fixed capital and produc- 
tion capacities for the national economy as a whole and for individual sec- 
tors and industries and economic regions. Consequently, to associate finan- 
cial supervision which the bank exercises over expenditure of funds for cap- 
ital outlays solely with the credit-financing method of supplying funds does 
not seem altogether correct. There is an obvious need to improve the present 
methcd to find new and more effective forms of bank supervision over the use 
of funds allocated for capital outlays. 


Development of credit relations in the sphere of construction presupposes 
above all that long-term credits are extended to the customer for reconstruc- 
tior and retooling of existing enterprises, that credit will share in the 
formation of working capital of the construction organizations, that settle- 
ment credits and payment credits will be used within certain limits, but it 
does not signify the “advisability of complete replacement of nonrepayable 
financing with credit and a reduction of the role of the state budget in the 
evatext of the present-day scientific-technical revolution."* 


Long-term credit cannot be the sole and all-inclusive form for state financ- 
ing of capital investments. Optimum location of the productive forces, the 
development of new regions, environmental protection, and the solution of 
comprehensive problems of scientific-technical progress necessitate central- 
ized appropriations from the budget. The leading role of centralized state 
inance in capital investments is explained by the length of the investment 
.ycle because of the considerable growth in the relative share of large in- 
estments, the building of very large production complexes which have a sub- 
stantial impact on sectoral and regional proportions, and also the need to 
develop the nonproductive sphere and to build up a strong and modern infra- 
structure. It is not in the power of individual enterprises operating in 





* “Natsional'nyy dokhod v sotsialisticheskom obshchestve" [National Income 
in Socialist Society], Moscow, Finansy, 1977, p 339. 
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the contest of economic accountability to perform these tasks. They do not 
posses" tu financial resources required, and expenditures of this kind ex- 
tend far outside the limits of the local interests of individual enterprises 
and even ministries and are not directly related to building up economic in- 
centive funds on the basis of economic accountability, since their benefit 
accrues in the distant future. 


The planned makeup of capital investments, which is determined by the divi- 
sion of capital outlays into two groups, has an impact on the optimum rela- 
tionship between the two methods of furnishing funds for capital expendi- 
tures.* Long-term investments, which have great importance to the national 
economy, can be put in the first group of capital investments. It is wise 
that these outlays be made from the budget and not related to current cost- 
accounting indicators, which, of course, does not mean a renouncement of 
substantiation of their national economic efficiency. 


In the second group we put expenditures which are relatively short-term in 
nature, which should be used on the basis of the requirements of economic 
accountability, which should ensure rapid payoff, and which should meet the 
planning standards concerning specific capital investments and construction 
time. These expenditures should be made on the principles of economic ac- 
countability and should be financed mainly with the "own" resources of en- 
terprises (associations) and credit. 


In accordance with the division of planned investments by type of project, 
it ie advisable to divide them as well into two groups on the basis of 
source of financing: capital investments made solely from budget appropri- 
ations, and capital investments of which the sources are budget appropria- 
tions, bank credit and the “own” funds of enterprises and organizations. 
The division of state investments as a function of the purpose of their use 
and the sources of funds makes it possible to make a more objective judgment 
about the role which long-term credit can play among the sources for financ- 
ing capital investments. 


Thus on the basis of the specific peculiarities of the budget ard credit 
methods of financing capital investments one can determine the sphere in 
which the particular method is to be used and the group of tasks it is ex- 
pected to perform. Selection of the form for financing capital outlays 
should, it would seem, be based above all on a criterion reflecting the pe- 
culierities of the tasks to be performed (the volume of funds to be fur- 
nished, the payoff period, and the significance to the national economy). 
These ate the factors that should govern the choice of the particular method 
of financing. Obviously we can speak only of the peculiarities of the 
credit and budget methods, since each of them embody an objective need and 
capability for ensuring the efficiency of utilization of financial resources, 
the important thing being to find a method of making that capability a real- 
ity. 





* VOPROSY EKONOMIKI, No 8, 1973, pp 49, 50. 
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Achieving that requires the taking of a set of measures to improve the sys- 
tem of distribution of financial resources, in particular establishment of 
economically sound and optimum proportions of resources assigned for pur- 
poses of accumulation within the economic entity; measures to draw a line 
between the spheres in which the budget and credit methods of furnishing 
money are used; organization of credit financing on the basis of indicators 
of the efficiency of bank investments. 


Organizing the budget financing and credit financing of construction and the 
settlement of accounts for jobs performed, deliveries made and services ren- 
dered should thus be structured so that all financial levers make a maximum 
contribution to higher efficiency of capital investments and the construc- 
tion process itself. 


COPYRIGHT: Izdatel'stvo “Ekonomika," "Khozyaystvo i pravo," 1979 
Credit's Role in Rural Construction 
Moscow DEN'GI I KREDIT in Russian No 6, Jun 79 pp 56-61 


[Article by Yu. B. Trofeyev, deputy chief of the Administration for Credit 
Financing of the Timber Industry, the Building Materials Industry and Con- 
struction of Gosbank Board: "Enhancing Credit's Role as an Incentive"] 


(Text] The appearance of the Soviet countryside is changing unrecognizably 
every year before our very eyes. As we know, the July (1978) Plenum of the 
CPSU Central Committee has given a new thrust to development of agriculture, 
to ensuring the comprehensive and dynamic development of all its branches, 
and to improving the living conditions of the rural population. Still an- 
other major step will be taken in realizing the program for comprehensive 
transformation of the countryside outlined by the Communist Party. 


Rural construction, concern about whose development, as Comrade L. I. Brezh- 
nev noted at the plenum mentioned, is a very important element of the par- 
.y's farm policy, has an important role in strengthening the material and 
technical base of agriculture and in solving social problems in rural areas. 


After the March (1965) Plenum of the CPSU Central Committee specialized 
state construction organizations were created to strengthen construction in 
rural areas; in 1967 they were unified to make up the USSR Ministry of Rural 
Construction, which performs construction and installation work over almost 

e entire territory of the country. The organizations which function as 
ontractors are distributed over the country according to the existing ad- 
‘nistrative divisions. Construction trusts and production associations do 
construction work in a single oblast, and organizations operating as con- 
tractors operate in one or two rayons. 


During the 11 years that the USSR Ministry of Rural Construction has been in 
operation much has been done to strengthen its economy: more than 6.6 
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billion rubles of capital investments have been assigned to develop produc- 
tion facilities and equipment, and a number of steps have been taken to im- 
prove the planning and economic incentives of the construction process and 
to strengthen credit relations with the bank. By the beginning of 1978 the 
system of USSR Ministry ef Rural Construction included 262 construction and 
installation trusts and production administrations, 3,188 primary construc- 
tion and installation organizations, and 475 industrial enterprises. The 

value of the active portion of productive capital was 720 million rubles. 


The volume of contract work performed has nearly doubled, and in 1978 
amounted to 5.1 billion rubles. Work done in those years included the con- 
struction and delivery for operation of livestock-raising complexes and 
houses to accommodate 10 million cattle and hogs, 5.7 million sheep, and 
38.4 million head of poultry; industrial-type poultry farms and repair en- 
terprises of the State Committee for Supply of Production Equipment for Ag- 
riculture have been put into service, as have storehouses for manufactured 
fertilizers and mixed-feed plants, a large number of granaries, grain store- 
houses, mills, greenhouse and hothouse combines, and enterprises in light 
industry, the food industry and the meat and dairy industries. Minsel'stroy 
[Ministry of Rural Construction] has made a beginning on large-scale con- 
struction of large specialized livestock- and poultry-raising complexes. 


Housing witn a totai area of 55.4 million square meters, general public 
schools and vocational schools to accommodate nearly 4.1 million students, 
nursery schools and day nurseries to accommodate 528,000, hospitals with 
nearly 96,090 beds and polyclinics with a capacity of 102,000 patient visits, 
as well as other facilities for cultural and everyday services have been 
built in rural localities. 


Gosbank has played an important role in development of the sector during 
that period. A great deal of work has been done to strengthen settlement of 
accounts, and a procedure was devised and adopted for credit financing of 
construction and installation work in process of organizations operating as 
contractors, a set of measures was carried out to improve settlement of ac- 
counts for products and materials received and services rendered, and so on. 
In the process of credit financing and in the organization of settlement and 
the tinancing of capital investments Gosbank institutions have paid a great 
deal of attent ox to the problems of improving supervision over optimum 
utilization of state resources and observance of planning and financial dis-~- 
cipline by enterprises and organizations. All this has made it possible to 
strengthen the role of bank credit in building up the working capital of the 
ministry's organizations operating as contractors, supply organizations and 
industrial enterprises to meet needs related to the production process and 
the sale of products, and it has also guaranteed continuity of the construc- 
tior process. 


The increase in the amount of construction and installation work done by the 
ministry and the economic reform carried out in the construction industry 
have brought about an increase in working capital and bank credit. Over the 
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ll-year period Gosbank credit invested in the operations of the ministry in- 
creased 578 million rubles and amounted to 906 million rubles at the end of 
1979. The average annual growth rate of credit invested in those years was 
12 percent. 


The high growth rates of the credit invested and improvement of the proce- 
dure for credit financing of organizations operating as contractors were 
based on development of economic relations in the construction industry and 
resulted above all from improvement of settlement for construction and in- 
stallation work done in the construction industry. The transition to set- 
tlement for projects and stages of work in Minsel'stroy was by and large 
completed in 1972. According to the data of an analysis conducted by Gos- 
bank, the relative share of consolidated settlement for construction and 
installation work delivered to customers in 1977 was 98 percent, and the 
proportion for finished projects was 80 percent. Settlement is made for 
elements of the construction project only in individual cases-~for jobs done 
which constitute capital repair. At the same time, in the republics of Cen- 
tral Asia this kind of settlement has been retained for unit prices for jobs 
to repair the damage done by natural disasters. 


When consolidated settlement without intermediate payments was instituted 
for organizations operating as contractors in May 1970, credits to cover 
construction and installation work in process began to increase at a fast 
pace. The absolute amount of this type of credit has been growing year af- 
ter year. Whereas at the beginning of 1970 it was 0.6 million rubles, at 
the beginning of 1979 outstanding credit had increased to 293 million ru- 
bles, which was 32 percent of all credit extended for investments. 


Credit financing of construction in process when settlement is made on a 
consclidated basis has had great importance to developing credit and settle- 
ment relations in the construction industry. Moreover, there has been a 
substantial change in the bank's work toward closer supervision over the 
work of organizations operating as contractors and toward increasing the ef- 
f-ciency of the credit invested in the construction process. 


The granting of loans by the bank now depends on punctuality in delivery of 
the project and phases of the project to customers; the bank refuses to is- 
sue credit to cover outlays related to construction of projects which are 
not included in the plan, for which project plans and estimates have not 
been furnished and on which construction has been suspended. 


‘c is an important aspect of the bank's activity to see that settlement is 
ade on time. In the course of the economic reform the sphere of applica- 
tion of credit to cover billing documents for products and materials and 

for services rendered has expanded. This credit is issued for a period up 
to 30 days (to customers to pay for construction and installation work per- 
formed it is granted for a period up to 45 days). Credit is extended for a 
period up to 90 days to complete the interministry clearing of mutual claims 
which is conducted annually. The amount of this credit outstanding at the 
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begiuning of 1979 was 326 million rubles, or 36 percent of the total amount 
of short-term credit extended for investments. 


Gosbank is rendering a great deal of assistance b, extending credit to make 
up for shortages of “own" working capital. The amount of this type of 
credit outstanding at the beginning of 1979 was 73.8 million rubles, or 8 
percent of the total amount of credit extended. This credit is having a 
substantial effect toward improving the financial condition of enterprises 
and organizations. 


The supervisory activity of Gosbank institutions is having a definite impact 
toward improving enterprise performances. In the credit financing process 
the bank conducts differentiated supervision over the performance of enter- 
prises and organizations, extending benefits in the granting of loans to 
those with good performance and applying measures of economic pressure 
against economic entities which are operating poorly and are applying work- 
ing capital to outlays not envisaged by the plan. 


In the Lighc of the decisions of the 25th party congress Gosbank institu- 
tions have been paying closer attention to concentration of capital invest- 
ments and physical resources and equipment on construction sites near com- 
pletion and on projects carried over. 


The July (1978) Plenum of the CPSU Central Committee, which gave due recog- 
nition to development of rural construction, noted that the lag of construc- 
tion and the underdeveloped production capability of rural construction or- 
ganizations, so that kolkhozes and sovkhozes are compelled to do a sizable 
portion of construction work by the inefficient and expensive direct-labor 
method, are a serious obstacle to a further growth of the productive forces 
of agriculture and to solving the major social problems in rural areas. It 
is not uncommon for the construction industry to run over the deadline for 
activation of projects, and they scatter capital investments. At the Novem- 
ber (1978) Plenum of the CPSU Central Committee Comrade L. I. Brezhnev em- 
phasized once again that “the situation in capital construction is slow to 
improve.... So far it has not been possible to halt the process of scatter- 
ing of capital investments over numerous construction sites. Partial com 
plecion is increasing."* 


To a certain extent these shortcomings in capital construction and in rural 
construction in particular are a consequence of underutilization of the eco- 
nomic levers of management in the construction industry, including the le- 
vers of settlement and bank credit, in the interest of raising the effi- 
ciency of construction work. Therefore, in order to enhance the responsi- 
bility of organizations operating as contractors for fulfillment of the as- 
signed construction plans and to motivate a reduction of construction time, 
a more resolute effort must be made to introduce settlement with contractors 
solely after agricultural and other projects are put into service. 








* PRAVDA, 28 November 1978. 











Increasing the efficiency of the construction process, along with improved 
economic and project planning, improved organization, and lower cost, pre- 
supposes a further improvement of credit financing of construction. 


In spite of the growth in the amount of credit extended for construction in 
recent years, credit has not experienced full development in building up 
the working capital of organizations operating as contractors. In the con- 
struction industry only 14.2 percent of all working capital is created by 
virtue of bank credit, whereas in the industrial sector the figure is about 
50 percent. At the beginning of 1978 bank credit represented only 9 percent 
of the total amount of sources of funds to cover work in process in the USSR 
Minsel'stroy. It would therefore be wise to expand the sphere of use of 
credit in the construction industry, which undoubtedly would help to in- 


crease the responsibility of construction organizations for the results of 
their work. 


There is accordingly a definite interest in the economic experiment of mak- 
ing settlements with contractors and credit financing of construction and 
installation work in process which is being conducted by USSR Gosbank and 
organizations operating as contractors of the trust of Minsksel'stroy of the 
Belorussian Ministry of Rural Construction since January 1977 and the Tel'’- 
shyay Regional Construction Trust of Lithuanian Minsel'stroy since April 
1977. 


the principal content of this experiment is for the settlement and credit 
mechanism to exert greater pressure toward efficiency of the construction 
process. This is the goal of the entire credit-financing process--planning, 
extension of credit and loan repayment. The conditions of the experiment 
provided for contractors to receive payment for complexes, phases and fa- 
cilities capable of independent operation and prepared for manufacture of 
products (rendering of services), for abolishment of advances from customers, 
and tor transition to bank credit to cover outlays for construction in pro- 


Cess. 


Under the conditions of the experiment credit is extended on the basis of a 
credit agreement concluded between the Gosbank institution and the organiza- 
tion operating as contractor. The agreement states the estimated cost of 
construction and installation work, date for initial operation, capacity of 
the project and dates for repayment of credit separately for projects car- 
ried over and projects begun anew for each enterprise being built, and for 
‘ach complex, phase or facility capable of independent operation, with a 
‘ist of the customers. Credit is extended up to the established credit 
eiling to cover the full estimated cost of construction and installation 
work, plus the established compensation and supplements not included in cost 
estimates, for a period based on normal construction time of the respective 
facilities, enterprises and phases, and it is repaid from the funds of cus- 
tomers, which have built up in their special accounts. 
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[f tor reasons beyond their control the builders do not complete construc- 
tion of enterprises, phases and facilities by the date originally set, after 
a thorough examination of the reasons for the construction delays with the 
contractor and customer the Gosbank institution can grant the contractor, at 
his request, which must be fully documented, a grace period up to 3 months 
for repaymeat of the credit. In cases when a longer period is required to 
complete construction, an additional grace period (up to 3 months) for re- 
payment of the credit is extended with permission of the republic office of 
Gosbank. Differentiated rates of interest are used in this connection. 


The experimental procedure for settlements and credit financing provides for 
a system of continuous granting of loans to cover construction in process. 
When customers have not yet arranged financing for construction, Gosbank in- 
stitutions will extend credit to cover outlays on projects carried over on 
the basis of an agreement, but on new construction starts they will extend 
credit on the basis of the duly approved operations plan of the organization 
operating as contractor, and this work is subsequently spelled out in the 
credit agreement. Before credit ceilings are obtained for the current quar- 
ter, it is permitted for loans to be granted to cover construction in pro- 
cess against the planned credit ceilings. 


The experimental procedure for financing construction in process with credit 
has a number of advantages over the present procedure. In the situation 
when organizations operating as contractors finance all outlays for con- 
struction in process mainly with bank credit, when finished enterprises are 
not delivered to customers on time, the contractor must pay the bank com- 
paratively large amounts of interest, which results in a reduction of calcu- 
lated profit and consequently a reduction of economic incentive funds, which 
compels the builders to take a more responsible attitude toward fulfillment 
of contracts concluded. Moreover, construction organizations are able to 
use bank credit to regulate in a flexible way their need for working capital 
to cever outlays for construction in process. This makes it possible to 
considerably strengthen the financial condition of these organizations. At 
the same time opportunities are created for exercising more effective super- 
vision over the operation of every organization doing contract work and over 
the activation of every enterprise and every complex, phase or facility 
which can be operated independently. 


An analysis of the results of the activity of these trusts showed that the 
experimental procedure for settlement and credit financing is helping to im- 
prove economic methods for managing the construction process and is aimed at 
obtaining the final results of construction--activation of production capac- 
icies and facilities. The stability of the financial condition of organiza- 
tions operating as contractors is followed, and this promotes punctuality in 
the payment of wages to workers and employees and the making of payments 
against Gosbank loans, accounts of suppliers and other settlements. In 1977 
and 1978 enterprises and organizations of these trusts had no delinquent 
payments of their obligations. 
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Under the conditions of the experiment money is credited to the current ac- 
count of contractor organizations more uniformly than was the case when ad- 
vances were made. The reason is that the credit to cover construction in 
process is credited to the current account of the contractor on a monthly 
basis, whereas under the conditions of the system in which money was ad- 
vanced for work done, money came into the current account very irregularly 
because of irregularity in the delivery of projects, and the bulk of the ad- 
vances from customers ordinarily was transferred to contractors in the first 
half of the year. 


The financial condition of organizations operating as contractors was also 
strengthened thanks to reduction of delinquent indebtedness of customers 

for work performed, which in average annual terms dropped to half between 
1976 and 1977 and dropped to half once again between 1977 and 1978. This 
was favored by the accumulation in special accounts of the funds of custo- 
mers allocated to them to finance capital investments. These funds are 
earmarked for payment of construction and installation work, and are not be- 


ing diverted to pay for equipment, which frequently arrives over and above 
the plan. 


It is also very important that the work of credit planning and the mechanics 
of credit financing have been simplified, and paperwork has been reduced. 

At the same time bank supervision over the economic and financial activity 
of organizations operating as contractors has been strengthened substan- 
tially. 


However, as in anything new, there are difficulties and unsolved problems 
here. The principal problem has to do with lateness in realizing the fin- 
ished construction product and in repaying the bank credit extended for a 
specific period to cover construction and installation work in process. 

The reason is that because of shortcomings in the organization of the con- 
struction process and of work, disruptions of material and technical supply 
and other reasons the actual construction time often exceeds the standard 
t.ge allowed. 


Delays in putting projects into operation and slow performance of small fin- 
ishing touches are tending to slow down the rate of turnover of credit, and 
organizations operating as contractors are having to pay the bank interest 
for use of the loans over and above the amounts envisaged by the plan. For 
example, the total amount of interest paid on credit in 1978 by the trust 
‘insksel'stroy was 425,000 rubles, while the planned amount was 146,000 ru- 
les; 240,000 of the total overrun (279,000 rubles) resulted from payment of 
igher interest because of lateness in completing the marketable construc- 
tion product, which resulted in an 80,000-ruble (20 percent) reduction of 
transfers to economic incentive funds. 


in order to increase the efficiency of the experimental procedure for set- 


tlement and credit financing a procedure ought to be established in which 
certificates for activation of enterprises and for complexes and facilities 
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that can be operated separately and are prepared for manufacture of products 
or the rendering of service would be approved only after final completion of 
work on them and performance of finishing touches. 


The tlabiiity of customers and subcontractors to general contractors for 
nonperformance of their obligations, when activation of projects is delayed 
through their fault, is not in our opinion sufficient. In such cases it is 
indispensable that the guilty party--be it the customer or the subcontractor, 
should reimburse the general contractor the total amount of interest on 
credit extended for construction in process charged for that period. 


A lack of coordination in planning has been made evident during the experi- 
ment. For example, PMK-109 [Mobile Construction Machine Convoy] of the 
trust Minsksel‘stroy built a school with an estimated cost of 857,000 rubles 
in the village Kolodishi. On the basis of standard construction times, it 
should have gone into operation in September 1978. However, delivery of 
equipment for the school was planned for December 1978. Because the fa- 
cility was delivered late to the customer the contractor, through no fault 
of his own, was compelled to pay the bank additional interest, which had an 
adverse effect on his fulfillment of the plan with respect to financial re- 
sults. 


There are also a number of other problems in the economic and financial ac- 
tivity of contractors and in their credit financing whose solution would 
make it possible to take full advantage of the large opportunities for in- 
creasing the efficiency of construction in the context of the experimental 
procedure of credit financing and settlement. 


But it would be a fundamental mistake if the widespread dissemination of the 
experimental procedure for settlement of customers with contractors and di- 
rect bank credit financing of construction and installation work in process 
were to be made dependent on the prior solution of all these problems (im- 
proving planning, the supply of materials and equipment, methods of evalu- 
ating enterprise performance, etc.). Use of the new system of settlement 
and credit financing for construction in process makes it possible through 
"feedback" to exert an active influence on the conditions for the organiza- 
tion and execution of construction and for solving those problems which 
still are obstacles to putting enterprises and facilities into operation on 
schedule. 


Taking advantage of the constructive experience of the trust Minsksel 'stroy 
and the Tel'shyay Regional Construction Trust, in January 1979 the experi- 
mental procedure for credit financing and settlement was put into effect for 
organizations operating as contractors of the trusts Vinnitsasel'stroy, Za- 
karpatsel'stroy and Brovarysel'stroy of the Ukrainian Ministry of Rural Con- 
struction, Tashoblsel'stroy and Trust No 23 of Uzbek Ministry of Rural Con- 
struction, and also Gomel'sel'stroy and Polotsksel'stroy of the Belorussian 
Ministry of Rural Construction. 
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One of the most important problems, for the system of the USSR Ministry of 
Rura) Construction in particular, is to guarantee the punctuality of settle- 
ment. There are a number of reasons for nonpayment. The principal ones are 
the unsatisfactory work of many organizations operating as contractors and 
industrial enterprises, so that they do not provide accumulation of profit 
in the planned amount or permit above-plan losses, and this ultimately means 
that a shortage of "own" working capital comes about. 


Unsatisfactory fulfillment of planning assignments by enterprises and organ- 
izations of the ministry is related above all to shortcomings in the organi- 
zation of work and of the construction process, so that the plan is under- 
fulfilled for the rise of labor productivity. They exceed the planned pro- 
duction cost of operations performed and the marketed product. The reason 
for this is not only the underfulfillment of the construction program and 
the output of the marketed product, but also overconsumption of building ma- 
terials, raw materials and wages, and the making of unproductive expendi- 
tures. Every year the plan for financial results is underfulfilled by a 
considerable number of enterprises and organizations of the ministry. 


It is indispensable in this connection that Gosbank institutions raise the 
level of economic-statistics work concerned with studying the causes of 
these shortcomings in the work of every organization and every enterprise. 
The activity of economic entities with poor performance should be analyzed 
regularly, and not sporadically. It is important that the materials of the 
analysis reflect the problems of the adequacy of contractors’ machinery, 
building materials, and manpower, which are necessary for fulfillment of the 
current year's construction program and for fulfillment of plans for raising 
labor productivity and that there be coverage of cases of mismanagement in 
expenditure of physical resources, manpower and money, which result in non- 
tulfillment of plans for the production cost of work performed and for 
profit. 


One of the ways of normalizing the financial condition of economic entities 
wh.ch are performing badly and of speeding up settlement is timely replenish- 
menc of cheir shortage of "own" working capital up to the established allow- 
auce. This task is solved most expeditiously by extending them credit to be 
worked off. But there are contractor organizations who cannot be furnished 
this kind of credit because of extensive underfulfillment of the plan for 
financial results; so that they cannot make up the gap created within a 3- 
year period. The shortage of “own” working capital of these contractor or- 
g nizations is made up from the budget and from other sources, ordinarily 
a cording to the results of operation for the year (in May and June of the 
ar following the year under review). It would be advisable if adoption 
of decisive steps to improve the performance of economic entities were ac- 
companied by establishment of a procedure that provided for solving the 
problems of replenishing the shortage of “own" working capital in the case 
of these organizations on the basis of the results of the entity's perfor- 
mance for a period no longer than the quarter. 











The present procedure for forming “own” working capital and equivalent re- 
sources, in which one of the sources of these funds is unrealized profit, 

is making the financial] situation of contractor organizations more compli- 
cated. Often because of overfulfillwent of the plan for delivery of proj- 
ects and phases of work to customers and because of reduction of the volume 
of partial completion, and also in connection with oversights in planning, 
the actual amount of unrealized profit turns out to be smaller than was 
planned, and contractor organizations experience a shortage of “own” working 
capital in their internal circulation. For that reason we share the opinion 
of a number of economists to the effect that construction and installation 
work in process should be financed with credit or advances made on the basis 
of the planned production cost of construction and installation work, and 
unrealized profit would be omitted from sources of “own” working capital. 


More than 15 percent of the working capital of contractor organizations con- 
sists of accounts receivable from customers for construction and installa- 
tion work done. Analysis shows that a considerable part of this does not 
have any “legitimate” source (which is one of the reasons for financial dif- 
ficulties experienced by contractors). The principal reasons are delinquent 
indebtedness of the customers, which results mainly from incomplete place- 
ment of funds in accounts for financing capital investments. It is advis- 
able in this connection to broaden opportunities for extending payment 
credit to customers to pay the bills of contractor organizations for work 
done so that credit would have an impact on that principal in the settlement 
transaction who really has the financial difficulties. Unfortunately, in a 
number of Gosbank institutions there are cases when extension of this credit 
is unjustifiably restricted in the case of those enterprises and organiza- 
tions which have not been denied credit for financing and do not have delin- 
quent indebtedness on bank loans exceeding 30 days. Moreover, it seems ad- 
visable to attempt on an experimental basis to carry out the proposal of a 
number of economists which calls for purchasers (customers) to be extended 
payment credit to make settlement with suppliers for products and materials 
and services rendered regardless of the condition of their accounts with the 
bank. It would be wise to carry out this kind of experiment in two or three 
trusts of the USSR Ministry of Rural Construction located in different union 
republics and to involve the customers of contractor organizations in the 
ex, . iment. 

In order to speed up settlement and the rate of turnover of working capital 
it would seem that prior acceptance used in settlement of contractor orga- 
nizations with their suppliers ought to be replaced by subsequent acceptance, 
which would help construction organizations to mobilize their internal po- 
tential to increase the efficiency of construction. 


We should note in conclusion that the new direction adopted by USSR Gosbank 
in the system of settlement for the construction product and in credit fi- 
nancing of construction and installation work in process of contractor orga- 
nizations is an important practical measure aimed at increasing the effi- 
ciency of construction. The further spread of this system and the solving 











of a aumber of problems touched upon in the article will help to strengthen 
the bank's influence on the course of the construction process and to mo-~- 
bilize the internal potential of the enterprises and organizations of the 
USSR Ministry of Rural Construction. 


COPYRIGHT: Izdatel'stvo "Ekonomika,"” "Khozyaystvo i pravo,” 1979 
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CONSTRUCTION, CONSTRUCTION MACHINERY, AND BUILDING MATERIALS 


BUDGET FINANCING AND CREDIT FINANCING OF COOPERATIVE HOUSING CONSTRUCTION 
Moscow KHOZYAYSTVO I PRAVO in Russian No 6, Jun 79 pp 81-84 
[Article by D. Pudikov, division chief of USSR Stroybank] 


[Text] In order to straighten out settlements in which housing construction 
cooperatives are involved and to eliminate the excessive number of normative 
documents on this question, on 10 June 1977 USSR Stroybank, in agreement 
with the USSR Ministry of Finance and USSR Gosplan, adopted the Rules for 
Budget Financing and Credit Financing of Cooperative Housing Construction.* 
The Rule sets forth the procedure for the opening of accounts by housing 
construction cooperatives (ZhSK), for the budget financing and credit fi- 
nancing of ZhSK, for repayment of credit and payment of interest, and also 
for exercise of supervision over performance of these operations by agencies 
of USSR Stroybank. 


As a rule the customers for project planning and construction of cooperative 
housing are the capital construction administrations (divisions) of execu- 
tive committees of Soviets of People's Deputies (UKS and OKS, respectively). 
In certain cases the functions of customers are performed by the housing 
construction cooperatives themselves. 


The “own” resources of the ZhSK, that is, the share-contributions of coop- 
erative members, are credited in the amount necessary to obtain financing to 
the personal account which is opened in institutions of USSR Stroybank. 


The personal account is opened by the bank institution after the cooperative 
has submitted the following documents: 


a) a copy of the decision of the executive committee of the Soviet of Peo- 
ple's Deputies concerning organization of the housing construction coopera- 
tive; 


b) a copy of the Bylaws of the Housing Construction Cooperative ado  <« and 
registered according to the procedure established by the council of uwiaisters 





* Hereafter referred to as “the Rule.” 


47 








of the union republic, including indication of the name of the cooperative, 
its address, and the number of its members; 


c) the application of the housing construction cooperative to open accounts; 


d) a card containing the sample signatures of the chairman (deputy chairmen) 
and senior bookkeeper of the housing construction cooperative, certified by 
the executive committee of the local Soviet of People's Deputies or nota- 
rized. If the cooperative has been set up in connection with an enterprise, 
organization or institution, cards containing sample signatures may be cer- 
tified by the director of the enterprise, organization or institution. 


Loan accounts are opened in institutions of the bank for housing construc- 
tion cooperatives which are the customers for construction of housing and 
for those which turn these functions over to UKS (OKS) of executive commit- 
tees of the Soviet of People's Deputies at the same time when the financing 
of construction is processed. Unified personal accounts are opened for UKS 
(OKS) of executive committees of the Soviet of People's Deputies for keeping 
a record of the resources of housing construction cooperatives transferred 
from their loan accounts. 


The funds are transferred from the loan accounts of housing construction co- 
operatives on the basis of demands for payment of the UKS (OKS) of executive 
committees referring to the number and date of the documents of the con- 
tractor organization, confirming the value of the work done. 


if a consolidated housing construction cooperative has been set up in the 
city, all existing housing construction cooperatives submit to the bank 
minutes of general assemblies to the effect that they are joining the con- 
solicated cooperative and are transferring to it their authorities and obli- 
gaticns concerning collection of funds to repay bank loans and to cover ex- 
penditures for the operation of housing. The minutes shall indicate the to- 
tal amount of indebtedness being transferred to the consolidated cooperative. 


ihe consolidated cooperative submits to the bank an obligation covering a 
specific period, which is replaced by another as construction of new housing 
is completed. 


Construction of cooperative housing is financed after the bank institution 
receives the following documents: 


») the ceiling on credit financing for the current year; 


o) the title list for cooperative housing construction approved by the ob- 
last (city) executive committee of the Soviet of People's Deputies; 


<) the construction site itemized list, the volume of construction and in- 


stallation work, and the plan relating them to the figures communicated to 
the bank institution; 
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d) the contract between the customer and the contractor; 


e) a certificate of approval of project plans and estimates and a copy of 
the summary cost estimate. 


In cases when the UKS (OKS) figures as the customer, the excerpt from the 
minutes of the general assembly of cooperative members approving the proj- 
ect plans and estimates need not be submitted if these data (the number and 
date of the minutes, the estimated cost approved) are covered in the con- 
tracts between the cooperative and the UKS (OKS); 


f) the declaration-obligation of the cooperative to take credit in the 
amount necessary to build the residential buildings; 


g) a certificate confirming that obligations have been obtained from all 
members of the cooperative to repay the loan as due. 


What are the obligations of the ZhSK in using the loan? The cooperative 
must use the loan obtained for the specified purpose. 


The principal and interest for use of the loan, which is 0.5 percent per 
annum (on the remaining principal) are to Se paid off quarterly, beginning 
with the quarter following the quarter in which the decument of the accep- 
tance commission concerning opening of the dwelling to tenancy was signed. 
The interest owing for the period of the dwelling’s construction must be 
paid simultaneously with the first installment of the repayment of the loan. 
The quarterly payments and interest accrued are paid during the quarter and 
no later than the 10th of the first month following the quarter. The ZhSK 
must be punctual in collecting payments from members of the cooperative to 
repay loans to the bank, must keep accurate records of their indebtedness 
and must ensure the safekeeping of the signed obligations of the members of 
the cooperative until the loan is entirely repaid. Moreover, it is required 
to transfer to a correspondent accoua! or subaccount of institutions of USSR 
Stroybank in the local institution of USSR Gosbank all monies it receives 
from members of the cooperative to repay the bank loan within 3 days after 
their receipt, regardless of the final date for making the quarterly payment 
against the loan envisaged in the obligation. 


Should the quarterly payment be paid late, interest is paid on the basi« of 
3 percent per annum on the amount of the deiinquent payments from the date 
when delinquency commenced until the date when the payment was actually made. 


In case of aonpayment of payments due against the loan, within the estab- 
lished period the appropriate institution of USSR Gosbank can file a clais 
for recovery from the current account of the ZhSK. 


At the same time, until the loan is fully repaid, the cooperative may not 
convey to other organizations a residential building for whose construction 
a loan was used without the written consent of the bank. 
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Shou.d the cooperative be dissolved, it must duly prepare transfer of the 
building and outstanding indebtedness to the new owner of the residential 
building, and it bears responsibility for punctual repayment of the loan 
until that transfer is officially made. 


If the customer's function in construction of cooperative housing is per- 
formed by the UKS (OKS) of the executive committee of the Soviet of People's 
Deputies, the documents are signed by the chief of the UKS (OKS) or his dep- 
uty, and the housing construction cooperative submits not only the documents 
enumerated above, but also the contract between the housing construction co- 
operative and the UKS (OKS) concerning transfer to the latter of the function 
of the customer for construction of the residential building, which should 
correspond to the standard contract approved by the council of ministers of 
the union republic or according to the procedure it establishes. Adherence 
of established procedure for financing is not a formal aspect of the matter. 
Checks which have been run show that these requirements are not always met. 
Cases are still fairly common where financi.g is provided though certain of 
the documents are missing, which must not be allowed. 


When space is built in a cooperative building and with the cooperative's 
consent for trade or food service enterprises or other nonresidential space, 
the cistribution of costs into the residential and nonresidential parts of 
the building, and also costs for the common grounds (preparation of the 
site, outside utility lines, landscaping and other jobs and expenditures 
provided for in the summary cost estimate) are made in conformity with the 
Instructions on Elements of Costs and Procedure for Charging Them to the 
Estimated Cost of Housing Construction SN6-71. Project plans and estimates 
for the entire complex are approved and reapproved by the executive commit- 
tee of the Soviet of People's Deputies (provided the residential part of the 
building has been approved by the housing construction cooperative). 


In the microregion (bloc) in which housing construction is being done by 
several builders, the costs of the common land (preparation of the site, 
utility Lines and landscaping) are distributed among all the dwellings in 
proportion to their volume of construction (not including the volume of non- 
residential space inciuded in the building). The costs of common land 
charged to buildings for cultural and consumer services located in the mi-~ 
croregion (bloc) are not included in the estimated construction cost of the 
housing unit. The costs of common land, computed according to the procedure 
indicated above, are included in the summary estimate for construction of 
the cooperative house. Settlement with contractors for work done and the 
-ayment of other expenditures related to the construction of residential 
-uildings of housing construction cooperatives are made in the same way as 
vettlement for state housing construction and in the procedure established 
by USSR Gosstroy and USSR Stroybank. An advance for procurement of building 
materials and other expenses related to construction, in a proportion not to 
exceed 15 percent of the annual contract cost of work done under contract, 
are established by agreement between the customer and the contractor. 
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Work involved in building space included for trade and food service enter- 
prises and other institutions in cooperative houses shall be paid for out of 
capital investments allocated by the appropriate state or public enterprises 
and organizations; once construction of the house is completed, the value of 
these operations are entered on the balance sheet of enterprises and organi- 
zations using the space. 


Contractors must be paid on the basis of documents and bills for work they 
have done in building the house and which pertains to nonresidential space 
included by transferring resources of the relevant enterprises and organiza- 
tions directly from the account of the relevant UKS (OKS) of the executive 
comzuittee for financing state capital investments. In cases when housing 
construction cooperatives are the customers for construction of housing, 
contractors are paid for the work they do in building the house that per- 
tains to nonresidential space included in accordance with the procedure de- 
scribed below. 


If accounts for financing state capital investments of the enterprises and 
organizations and the UKS (OKS) of executive committees for which the space 
in cooperative houses is being built and the accounts of housiag construc- 
tion cooperatives are in the same Stroybank institution, the work done which 
pertains to the nonresidential space included shall be paid for from tne ac- 
count for financing state capital investments of the relevant enterprise or 
orgarization and UKS (OKS) of the executive committee. 


If the accounts of enterprises and organizations and UKS (OKS) of executive 
committees--shareholders and housing construction cooperatives--are in dif- 
ferent Stroybank institutions, resources to build that nonresidential space 
in cooperative houses are transferred by shareholders on their orders to the 
institutions of the bank in which the personal accounts of the relevant 
housing construction cooperatives are kept up to the limit of the annual 
amount of work as defined in the itemized list. 


The expenses of improved finishing of apartments and of installing improved 
equipment in cooperative houses, which are not envisaged by the variants of 
standard designs for construction of these houses, are set forth in a sup- 
plemental cost estimate and are paid for entirely out of the “own" funds of 
housing construction cooperatives. The funds necessary for performance of 
that work the cooperatives must place in their personal accounts in Stroy- 
bank institutions or corresponding accounts of the UKS (OKS) of executive 
committees before performance of this work begins in proportions of their 
value as set forth in the supplemental cost estimate. The “own" resources 
of housing construction cooperatives which are placed in the institution of 
the bank over and above 40 (30) percent of the value of the construction of 
the house may at the request of housing construction cooperatives be as- 
signed to pay costs of improved finishing of apartments and installation of 
improved equipment. The following documents are submitted to the Stroybank 
institution when the resources are transferred: permission of Gosstroy of 
the union republic for performance of the work, a supplemental agreement to 
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the contract with the contractor and a copy of the supplemental cost esti- 
mate. 


Final settlement with the contractor for work done in building a cooperative 
house is made up to the remainder of the estimated cost of construction of 
the house after the duly approved certificate of the state acceptance com- 
mission has been submitted to the institution of the bank. A copy of the 
certificate of the state acceptance commission that the cooperative residen- 
tial building has been opened for tenancy shall be submitted to the relevant 
Stroybank institution within 5 days after its approval. 


The cooperative house may be accepted for use only after all construction 
work items envisaged by the plan and the cost estimate have been done, and 
also work to landscape the site and to connect interior lines to the exter- 
mal utility lines. In certain cases when a house of a ZhSK has been built 
in a newly developed area, it can be accepted for tenancy before all work 
of external landscaping of the site has been completed. 


In accordance with Decree No 943 of the USSR Council of Ministers, dated 

19 November 1964, chairmen of ZhSK are included as members of state accep- 
tance commissions. It is the affair of the cooperative itself which of the 
members of the board or the most competent members of the ZhSK will be dele- 
gated to perform this function. It is advisable to delegate a member of the 
board who fully understands housing construction affairs. 


Residential buildings may not be accepted for tenancy with work left urdone 
except in the cases provided for in Decree No 38 of USSR Gosstroy, dated 
13 March 1974. 


Atter the housing construction cooperative has transferred to the UKS (OKS) 
funds in the amount of 100 percent of the construction cost of the residen- 
tial building, the bank institution sends a certificate to that effect to 
the appropriate executive committee of the Soviet of People's Deputies. 

T’ is is the basis on which the executive committee of the Soviet of People's 
Deputies issues orders for members of the housing construction cooperative 
t. obtain apartments. 


When the housing construction co: perative is performing the function of the 
customer, this certificate is is wed by the bank institution to the coopera- 
tive after accounts have been settled with the contractor for work done. 


12 value of houses, structures and installations removed from the site and 
shich are personally owned by citizens and also the value of fruit and berry 
plantings and crops on land assigned to the cooperatives for construction of 
residential buildings shall not be reimbursed from accounts for financing 
construction and loan accounts of housing construction cooperatives, nor 
from accounts of divisions (administrations) of executive committees of the 
Soviet of People's Deputies for keeping a record of funds paid in by housing 
construction cooperatives. These outlays are made from appropriations allo- 
cated by executive committees of Soviets of People's Deputies for capital 
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investments in accordance with the procedure envisaged by Instruction No 24 
of USSR Gosstroy, the USSR Ministry of Finance, and USSR Stroybank, dated 
25 October 1967, as amended. 


The customer's technical supervision over construction of cooperative houses 
is exercised according to the procedure established for state housing con- 
struction, and it may be performed by the cooperative itself or by the UKS 
(OKS) of the executive committee of the Soviet of People’s Deputies by order 
of the cooperative. The staff which exercises technical supervision for the 
customer shall be paid from resources envisaged in the summary estimate for 
construction of the cooperative house in accordance with the standard allow- 
ances in effect. 


As a rule Stroybank institutions do not return to resigning members of the 
cooperative shares which the housing construction cooperative has paid in. 
In exceptional cases, upon presentation of the decision of the general as~ 
sembly of members of the housing construction cooperative concerning resig- 
nation of that member of the cooperative, Stroybank institutions may return 
the share on the basis of the 40 (30) percent paid in, provided funds are 
forthcoming from the newly enrolled member of the cooperative. Once the 
housing construction cooperative has transferred its “own” funds to the UKS 
(OKS) of the execucive committee of the Soviet of People's Deputies, Stroy- 
bank will not return shared contributions. 


COPYKICHT: Izdatel'stvo “Ekonomika," “Khozyaystvo i pravo," 1979 
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CONSTRUCTION, CONSTRUCTION MACHINERY, AND BUILDING MATERIALS 


CONSTRUCTION PROBLEMS, PROSPECTS IN GEORGIA 


G. Kolbin Commentary 
Moscow PRAVDA in Russian 6 Aug 79 p 2 


[Articie by Georgian C® CC Second Secretary G. Kolbin under rubric "Party 
Life: For A Leninist Style Of Work": "Joining Forces" ]} 


[Text] The CPSU CC decree on further perfecting the 
economic mechanism notes the necessity of making rational 
use of everything the national economy possesses--in par- 
ticular advanced experience and scientific-technical 
achievements. In recent years substantial shifts have 
taken place in many spheres of Georgia's economy. The 
situation has noticeably improved in construction. It is 
sufficient to note that since the start of the five-year 
plan five billion rubles of fixed capital have been put 
into operation--1.5 billion more than in the preceding 
five years. For the first time ..ter a series of failures, 
housing construction plans are being fulfilled. Thus, in 
the first three years of the 10th Five-Year Plan, about 
1.514 million square meters of housing went into operation 
in Tbilisi alone. All of this was achieved substantially 
because of improved party management of capital construc- 
tion. How has it been possible to achieve greater stability 
in the performance of this vital sphere of the economy? 

At the request of PRAVDA correspondent G. Lebanidze, 
Georgian CPC Second Secretary G. V. Kolbin answers this 
question. 


“ne main feature of today's construction projects in the republic is their 
saarply rising scale. Recent years in Georgia have witnessed the birth of 

a dozen enterprises that are known far beyond the borders of the Caucasus. 
Consider, for example, such projects as the Inguri GES, the new shops of the 
7Zestafoni Ferroalloy Plant, the Rustavi Chemical Plant, and so on. It is 
difficult to list the organizations that have taken part in the building of 
these and other giants. The interests of many departments conjoin on such 
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construction projects, and the success of the matter increasingly depends on 
the ability to coordinate forces, the harmonious interaction of various scc- 
tors. But this is preciscly what was lacking on most projects until recently. 
Because of lack of coordination and minor snags, enterprise construction some- 
times dragzed on for years. 


Disturbed by the slow pace of the sector's work, the GCP CC raised the urgent 
question of the necessity of greater efforts to shorten construction time- 
tables. The situation on construction projects became the object of discussion 
of plenums of oblast committees, the Tbilisi, Batumi, Rustavi, and Chiatura 
gorkoms, and a number of raykoms. A broad program of measures was undertaken 
to strengthen executive discipline, improve labor organization, and make more 
effective use of capital investment. 


In particular, they began to set up party headquarters on major projects 
involving the joint work of various departments in order to reduce time 
losses. They began to coordinate the work of the clients and contractors, 
the designers and installers. For example, the headquarters of the Inguri 
GES, headed by the first secretary of the Zugdidi Gorkom, helped to start 
competition between colleague outfits. In this way, close contact was 
established between the builders and the suppliers of equipment and materials. 
The request to send turbines for the Inguri GES was filled ahead of schedule 
by the collective of the Khar'kov Turbine Piant. Other enterprises involved 
in the project also tried to meet obligations. The headquarters staff's 
work also made it possible to activate the efforts of all public organiza- 
tions, to raise the responsibility of the contractors and clients for their 
particular sectors, and in the long run to complete the main task--that of 
putting the first three units into successful operation. 


Recently, the GCP CC has heard several accountability reports by headquarters 
officials. It is noted that success is achieved mainly on projects where 
these public bodies do not get involved in petty matters but concern them- 
selves with large-scale long-range problems. Concern for people and high 
exactingness, dispatch and well-considered decisions--these are the components 
of success. By recommendation of the CC, the headquarters are relying more 
and more on the primary party organizations. Working on republic projects 

now are more than 18,000 party members in 680 primary and 526 shop organiza- 
tions. This is a potent force. It makes it easier to exercise control over 
implementation of the decisions of the party committees and raise executive 
discipline in the labor collectives. Whenever this is forgotten, good results 
are hardly to be forthcoming. Here is what happened, for cxample, on the con- 
struction of the Znauri Milk Production Complex and the Poti Milling Elevator. 
The people there failed to organize the work properly and coordinate the 
interaction of the links. The start-up of these projects fell behind 
schedule. , 

Of course, party headquarters are not able to relieve a project of all its 
problems. It frequently happens that the resolution of a question is within 
the competence of ministry officials, Gosplan, or the republic's Council of 
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Ministers. What can be done to ensure that the conflicting interests of the 
various parties involved do not impair matters? To coordinate the work of 
the upper echelons of the administration, a commission of the CCP CC has been 
set up under the direction of a CC secretary. The efforts of this public 
body have made it possible, for example, to raise the responsibility of the 
various specialists for project-plan quality and the thrifty expenditure of 
material resources. Recently, special statistical accountability concerning 
the status of exccutive discipline on projects was introduced. This has made 
it possible to exercise better control. It is now perfectly clear who is 
specifically responsible for any breakdown in the construction timetable. 

And the guilty parties are called to strict account at commission meetings. 


Reports by ministry officials concerning the situation in capital construction 
are regularly heard in meetings of the GCP CC Buro. The businesslike exchange 
of opinions suggests ways to perfect the sector's structure. For example, a 
unitary client service was set up--the GSSR Council of Ministers Main Adminis- 
tration of Capital Construction. The same kind of service was organized in 
the GSSR Ministry of Agriculture. They were directed to concentrate resources 
on start-up projects. All of this made it possible to reduce amounts of un- 
completed construction by 184 million rubles last year. It is quite a hefty 
figure, of course, but it could be even better. In many places, people have 
not managed to avoid dispersion of forces. Im consideration of this, a 

recent CC Buro decree listed the most important projects of industrial, 
agricultural, and social significance. The decision of the buro is being 
strictly monitored, and a member of the GCP CC is assigned to each such pro- 
ject. 


Where are we to find other reserves to shorten construction timetables? Many 
interesting ideas have been submitted by leading workers and crew leaders 
asscmbled for conference in the CC. Similar conferences are now being held 
also in the party's obkoms. We are attempting to consider the critical 
remarks and suggestions of the workers and taking prompt steps accordingly. 
For example, much has been said about the necessity of making more extensive 
use of the N. Zlobin method. Notable shifts have taken place--now one-third 
of ail builders are working on the contract metho”. They account for the 
spending of 240 million rubles yearly. But why can't the number of Zlobin 
followers be increased? Obviously, considerable organizational work is 
necded. And the CC is constantly urging the obkoms and gorkoms to do this. 
The benefits from the contract method are obvious. Where the method has 
teen adopted, construction timetables are shortened by 15 percent and labor 
, roductivity is increased by 16 percent. In addition, there are many 
aluable initiatives of local significance, so to speak, in Georgia. We see 

ne use of the experience of the leaders as a way to further improve the 
sector's performance. 





As we know, the party's influence on the construction industry is more 
fruitful when the cadres that are selected are more reliable in terms of 
business and moral qualities. Who are they, today's leaders of administra- 
tions and trust, technical services and sections? These questions are at the 
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focus of attention of the republic's party organs. In Georgia there are a 
varicty of forms of political and economic instruction for management cadres, 
engincering-technical personnel. The party component of construction 
collectives is rising. In just the last few years the number of party 
members has risen by 23 percent. We are assigning them complex tasks and 
demanding that they exercise more influence on the moral climate of the 
collectives. The republic's party members have becn helped immeasurably by 
the CPSU CC decree "Further Improvement of Ideological and Political- 
Indoctrination Work." The obkoms and gorkoms are striving to help economic 
workers more, but at the same time they are calling them to strict account 
for their assigned jobs. 


It must be admitted, however, that some committees have yet to raise the 
responsibility of specialists to the level that is demanded by our time. It 
is this kind of neglect: which adversely affects the quality of industrial 
and civil construction. It frequentiy happens that people report the 
delivery of a completed project, and then it takes months to finish up un- 
completed details. For example, personnel of the republic's Ministry of 
Construction triumphancly delivered the Institute of Inorganic Chemistry and 
Electrochemistry building as ready for operation. But then it turned out 
that much of the work was substandard. 


Added to the low quality of the construction and components was the careless- 
ness of the specialists of Tbilgorstroy Association. Recently, the Commission 
to Strengthen State Discipline sat to hear the question of the responsibility 
of party members for substandard construction of facilities of the Academy of 
Scieaces and prepared it for discussion by the GCP CC Secretariat. We cannot 
allow fast-paced construction at the expense of the fitness of the buildings. 
Otherwise, we nullify the efforts of many collectives striving for effective 
utilization of capital investments. And this goal must be paramount. It is 
not accident that during the 10th Five-Year Plan 47 percent of all capital 
investments have been channeled into enterprise rebuilding. Because of this, 
the increase in output already adds up to 750 million rubles. In the future 
we intend to invest considerably more funds in rebuilding. This task is 
assigned to us, in particular, by the CPSU CC and USSR Council of Ministers 
decree “Improving Planning and Strengthening the Influence of the Economic 
Mechanism on Raising Production Effectiveness and Work Quality.” 


Recently, the tasks of Georgia's party organization with regard to further 
improving the quality of capital construction management were discussed at 
the GCP CC Plenum. While giving an overall positive appraisa! of the work, 
the plenum directed the republic's Council of Ministers, the obkoms, gorkoms, 
ind raykoms, the primary party organizations, and cconomic officials to carry 
out preparations for faster-paced construction in 1981-1985. Specific’ 
measures were mapped out to achieve these goals. 


Now the main task is to successfully complete the five-year plan, and our 
main efforts are directed toward this end. The republic's builders have 


57 








taken on high socialist obligations. This yeer, for example, they have 
decided to boost labor productivity by 4.5 percent instead of the targeted 
4.3. The construction-installation work plan is to be completed ahead of 
schcdule--on 26 December. Many new facilities will go into operation, thus 
further strengthening the republic's economy. 


GCP CC Discussions 
Tbilisi ZARYA VOSTOKA in Russian 16 Aug 79 p 1 


[GruzINFORM article under rubric “In the GCP Central Committee”: “Builders 
Can and Must Work Better” } 


[Text] The performance of the republic's builders a: nstallers in the 
first seven months of this year, and the tasks with r «ard to unconditional 
completion of start-up projects and raising the responsibility of local party 
and soviet bodies for the completion of plans and socialist obligations taken 
on with respect to housing construction for this year were discussed in the 
GCP CC. The discussions were participated in by the republic's party and 
sovict officials, managers of a number of ministries, departments, associa- 
tions, trusts, administrations, enterprises of the construction materials 
industry, and transport organizations, and representatives of the press, 
radio, and television. ; 


Reports were given by GSSR Council of Ministers Deputy Chairman Yu. I. 
Kedishvili, the secretaries of a number of gorkoms and raykoms, chairmen of 
executive committees of city and rayon Soviets of People's Deputies, ministers 
and deputy ministers of construction and rural construction, and other 
officials concerning the state of affairs in construction. 


It was noted that improvements have been made in the republic with regard to 
capital spending in housing construction and that the quality of housing 
delivered ready for operation has improved slightly; measures are being taken 
te put start-up projects into operation on time and in some cases ahead of 
schedule. On the whole, however, the pace of the work in housing construction 
coatinues to be too slow. The capital spending plan has been completed by 
only 93 percent, adding up to 49 percent of the yearly plan; underspending 
totals 7.4 million rubles. Some 316,000 square meters of housing have gone 
into operation--31 percent of the year's plan. 


£©>rious concern was expressed with regard to the fact that a number of 

i inistry, department, association, and enterprise officials are continuing 
» shift the whole focus of completion of production programs to the end of 

the year--obviously in hopes of adjusting them downward if necessary. 


In many organizations, the sequence of work production is not being complicd 
with; there is a high proportion of manual labor and a low coefficient of 
construction equipment utilization; in-shift losses of work time due to 











delays in material-technical supplying are too high; too much additional 
labor is being expended on redoing substandard work; the Zlobin method is 
not being used enough. 


The scrious lag accumulated in the Ministry of Construction is in some 
cases worsened by the poor performance of the subconstracting organizations 
and clients. As a result, the trusts which make up the system of this 
ministry have not managed to complete the housing construction program this 
year to date. The pace of the work is too slow not only in housing con- 
struction but also the building of hospitals, trade schools, and certain 
priority industrial projects. 


Despite overall positive indicators in the Ministry of Rural Construction, 
there is a continuing lag in the construction of the projects of the main 
client--the Ministry of Agricy': re. The Ministry of Rural Construction has 
also lagged behind in the program of construction of housing, schools, and 
child-care facilities. Mention was made of the necessity of doing away once 
and for all with the practice of unplanned construction, because in many 
cases limited material-technical resources are not being concentrated on the 
planned priority projects. 


Construction-installation work plans are frequently disrupted due to delayed 
arrival of technical documentation and equipment. It was noted at the 
meetings that integrated delivery of technological equipment of a high Icvel 
of plant and installation readiness must come into wide use on the republic's 
construction projects. Georgia's Gossnab is not being active enough in 
introducing the system of supplying projects in accordance with their needs. 
The builders are experiencing great difficulties with regard to metal, cement, 
brick, pipe, flooring, and other types of materials and components. 


The conferences focused considerable attention on the work of the local party 
and soviet bodies with respect to timely and high-quality completion of 
housing. It is essential to focus serious attention on the placement of 
party members in the most important sectors of construction projects and to 
raise the responsibility of cadres for their assigned task. Examples were 
cited showing how the party and soviet bodies of Tbilisi, Kutaisi, Batumi, 
Rustavi, and other cities have created the necessary conditions for effective 
performance by strictly monitoring the course of target completion, constantly 
discussing the matter in their meetings, rallying the labor collectives of 
builders and installation subunits, and strengthening mass-political activi- 
ties. The same cannot be said of the Sukhumi, Gagra, Tskhinvali, Tsalki, 
Khashuri, Dmanisi, and other gorkoms and raykoms. There can be no justifi- 
cation for the position of noninterference in the affairs of the construction 
organizations taken by the Dmanisskiy Raykom and the executive committre of 
the rayon Soviet of People's Deputies, which has led to a systematic lag in 
the operational completion of housing in that rayon. 
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The headquarters staffs set up on construction projects and headed by gorkom 
and raykom secretaries must hold regular and high-quality discussions of the 
course of construction and routinely resolve questions of improving labor 
organization and material-technical supply, the provision of transport and 
machinery, the exchange of work experience, and so on. 


It was stated that good production conditions and amenities on the construc- 
tion site guarantee high labor effectiveness and cadre staff stability. Just 
to mention this is not by itself sufficient. Local party and soviet bodies 
must do everything possible to bring the builders’ working and living con- 
ditions into line with today's requirements. 


The results of the conferences were summarized by GCP CC Second Secretary 
G. V. Kolbin. 
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